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IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF GEORGIA 
ATLANTA DIVISION 


IN RE: CIGARETTE PRICE-FIXING 
LITIGATION and related cases, 

HOLIDAY WHOLESALE GROCERY CO., 

et alL'-,. ^ 


ORIGINAL 


-x 


f'l^R&intif f s, 


MDL Docket No.: 1342 
Civil Action No.: 

1:00-CV-04 47-JOF 


, INC., et al., 


-X 


m 

U—VIDEOTAPED DEPOSITION OF LYNN BEASLEY 
(Taken by Plaintiffs) 
Winston-Salem, North Carolina 
June 28, 2001 



*1 


Reported by: Laura P. Ream 

Court Reporter 
Notary Public 
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APPEARANCES 

the Plaintiffs: 

STEVEN A. ASHER, ESQUIRE 
Barrack, Rodos & Bacine 
3300 Two Commercial Square 
2001 Market Street 
Philadelphia, PA 19103 
(215) 963-0600 
(215) 963-0838 (Fax) 
and 

CRAIG G. HARLEY, ESQUIRE 
Chitwood & Harley 
2900 Promenade II 
1230 Peachtree Street, N.E. 
.Atlanta, GA 30309 
- 1404) 873-3900 

r . ^404) 876-4476 (Fax) 


tfcqj Defendant, 

'Reynolds Tobacco Company: 

8 EDVJIN L. FOUNTAIN, ESQUIRE 


<Jones, Day, Reavis & Pogue 
51 Louisiana Avenue, N.W. 
p Washington, DC 2001-2113 
; 4202) 879-3939 

" ' (202) 626-1700 (Fax) 

and 

! JZ DARRYL R. MARSCH, SENIOR COUNSEL 


JL.J. Reynolds Tobacco Company 
|: 401 North Main Street 
Winston-Salem, NC 27101 


(336) 741-7382 
(336) 741-1090 (Fax) 
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For the Defendant, 

Philip Morris, Inc.: 

ANN GALVANI, ESQUIRE 
Boies, Schiller & Flexner, LLP 
80 Business Park Drive, Suite 110 
Armonk, NY 10504-1710 
(914) 273-9800 
(914) 273-9810 (Fax) 
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For the Defendant, 

Lorillard Tobacco Company: 

HOLLY E. LOISEAU, ESQUIRE 
Weil, Gotshal & Manges, LLP 
1615 L Street, N.W., Suite 700 
Washington, DC 20036 
(202) 682-7144 
(202) 857-0940 (Fax) 


Also : 
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aleigh Ellison, Videographer 


Videotaped Deposition of LYNN BEASLEY, 
taken by the Plaintiffs, at Womble, Carlyle, 

Sandridtfe & Rice, 200 West 2nd Street, 16th Floor, 
Winston-jfalem, North Carolina, on the 28th day of 
June^ 2'G01, at 10:07 a.m., before Laura P. Ream, 
Court Reporter, Notary Public. 
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PROCEEDINGS 

VIDEO TECHNICIAN: The time is 10:07. This 
begins Tape 1 of the deposition of Lynn Beasley 
being taken in the matter regarding cigarette 
price-fixing. The case name is Holiday Wholesale 
Grocery Company r and others, versus Philip Morris, 
and others. This is being heard in the U.S. District 

Cour^for the Northern District of Georgia, Atlanta 

r" “F 

Divi4A^y MDL Docket Number 1342, Civil Action No. 



1: 00-^^^f447-JOF. If the taking attorney would 
intrc|duc|j himself for the audio record. 

bs * s | MR. ASHER: Good morning. My name is 

F s $ 

even Asher. I'm an attorney with the firm of 
Barr^:-]^"-^odos & Bacine in Philadelphia, 
Penns^#lthia. I'm one of the counsel for the class 
plain^TTf^ in this litigation. 

p ^VIDEO TECHNICIAN: Thank you. Other 
counsp^ present, please introduce yourselves. 

MR. HARLEY: Craig Harley with Chitwood & 
Harley, for the class plaintiffs. 

MR. FOUNTAIN: Edwin Fountain of 
Jones, Day, Reavis & Pogue for the witness and for 
defendant, R.J. Reynolds Tobacco Company. 

MS. GALVANI: Ann Galvani with 
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Boies, Schiller & Flexner for Philip Morris, a 
co-defendant with R.J. Reynolds Tobacco Company. 

MS. LOISEAU: Holly Loiseau, Weil, Gotshal 
& Manges for defendant, Lorillard Tobacco. 

VIDEO TECHNICIAN: The court reporter may 
place the witness under oath. 

Whereupon, 

LYNN BEASLEY, 
having been duly sworn, 
ias examined and testified as follows: 
EXAMINATION BY COUNSEL FOR PLAINTIFFS 
BY MR. ASHER: 


K v 

¥ 


w - % 


Good morning, Ms. Beasley. 


m 


; Good morning. 


• * 20 


■y ^ 2l 

Q. 

S .22 

A. 

23 

Q. 

24 

A. 

25 

Q. 


L Q. Can you state your full name for the 
recoil, please. 

kcr\ Lynn Joann Beasley. 

:Q. . What is your home address? 

[DELETED] 


Are you currently employed? 

Yes, I am. 

By what company are you currently employed? 
R.J. Reynolds Tobacco Company. 

What is your current position with that 
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company? 


T" \ 


A. Executive Vice-President of Marketing. 

Q. Did you attend college? 

A. Yes, I did. 

Q. What college did you attend? 

A. The University of Wisconsin. 

Q. Did you graduate from Wisconsin? 

kA. Yes, I did. 


' And in what year? 



1962. 

What was your major at Wisconsin? 


■A. ' It was an M.B.A., Master’s in Business 
ifi^ifation with marketing. 

From what school did you receive your 


Bach|pfc$iris degree? 


JliwjMrtvyvvk,. 


’ University of Wisconsin 


; 0T' V ^ : In what year did you receive your 

Bachelor*, s degree? 

P f I 

bfig. d It was either '80 or '81. 


Q. What was your first full-time employment 
after receiving your M.B.A. from Wisconsin? 

A. R.J. Reynolds Tobacco Company. 

Q. Did you join R.J. Reynolds in 1982? 

A. Yes, I did. 

Q. And what was your first position with 
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R.J. Reynolds? 

A. Marketing Assistant. 

Q. For how long a period did you work as a 
Marketing Assistant? 

A. It was probably about a year and a half. 
Q. What was your next position with the 


company? 


Assistant Marketing Manager. 


C. What were your duties as Assistant 
Marketings Manager? 

sA. Well, I worked on the Salem brand and -- as 
an Assistant Marketing Manager on the Salem brand. I 
igfcfprked on placing — selecting media advertising. I 


prked 'Cn product development with our R&D group. 


probably other things as well, but those 


come 




;Q. | For how long did you hold the position of 


Assij 


Marketing Manager? 


Probably about two years. 

Q. What was your next position with the 


company? 


Brand manager, 


Q. For which brand? 

A. Started as Century. 

Q. What type of product is Century? 
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A. It was a brand that had 25 cigarettes in a 

pack instead of 20. 

Q. When did your company begin to market the 
Century brand? 

A. Probably in the early '80s. I just don't 
remember the exact date. 

Q. Was Century targeted to a particular market 


in each... 

A. ‘It was trying to track competitive smokers 
for value. We were looking for value because you got 
25 cigaas^ctes for the price of 20. 

iQT ,For how long were you the Century brand 


was 


I would have go back and look exactly. I 
*ntn£:y brand manager and then I picked up 


responsibility for other value brands, like Doral and 
Magna anch Sterling and several — several value 


branqs 


I don't know exactly how long I was in that 


posit^^n. ’ 

Q. Well, for how long a period did you have 
marketing responsibility for these various value 
brands? 

A. Isn’t that what you just asked me? 
(Laughter) 

Q. Well, I didn't know if you were responding 
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just to Century or not. 

A. Oh, okay. 

Q. Well, why don't you describe in your own 

words, then, how your career progressed from working 
with these value brands and when was the next time 
you received a change in assignment. 

A. The next change in assignment was when I 
was made Senior Brand Manager for Camel. 

Ph• Do you recall when you became Senior Brand 

§> 

Manage- .|or Camel? 


A • 


It was in 1987. 




re 


p.,., Were you based in Winston-Salem when you 

||>r Brand Manager for Camel? 

| Yes. 

^ Did you work in Winston-Salem throughout 


your .tenure at RJR? 

®.V.WlW.V\VJ 

% Yes. 


j. How long did you remain Senior Brand 


Manai 


ig |pr Camel? 

A. You know, probably approximately a year and 
a half, a year or something like that. 

Q. What was your next position with the 
company? 

A. Director of Special Markets. 

Q. What were your duties in that position? 
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1 A. Evaluating marketing programs for special 

2 markets, developing and evaluating. 

3 Q. What markets at RJR are considered special 

4 markets? 


5 A. At that point in time, the markets I was 

6 focused on would have been military, Hispanic, and 

7 African American. 

8 During what years did you serve as Director 

9 of Special Markets? 

r 

10 A. It was probably partly '88 and '89, around 

11 that .time frame. 

I .■■■' 

12 Q. What was your next position with the 


i 


14 A. Vice-President of the Winston Business 

► 

I 15 Unit. 

16 What was the Winston Business Unit? 

I 17 It was the marketing group for the Winston 

18 branc^ ^ 

19 - J How long did you serve as VP of the Winston 

M- 

..p 20 Business Unit? 

21 A. I don’t remember exactly. It was probably 

22 for, I don't know, a year and a half, two years, 

23 something like that. 

24 Q. What was your next position with the 

25 company? 
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A. Then I was -- I think it was senior 
Vice-President of Winston and Camel Business Units. 

Q. Were these separate business units or one 
business unit? 

A. I don't know how to answer that. 

Q. Okay. Well, was there a separate Winston 

Business Unit? 

There was a marketing group for Winston and 
then^the^re was a marketing group for Camel. But the 


orgaif 


som- 



ion changed over time. And while I had it, 
there were people who worked on both brands 


fcra 


who jf^sp^icted to me and some only worked on one of the 

?N&io reported to me. 

& 

f Okay. 

' A. And that evolved over time. 
f Okay. During what years did you serve as 

Seni u- VP of Winston and Camel Business Units? 

; Again, it would have been for several 

I'd have to go back and look to tell you 

exactly. 

Q. Was it in the late '80s or early '90s? 

A. No, no, we're in the '90s now. 

Q. Okay. Do you think it was in the early 
'90s that you held these positions? 

A. Yes. It probably was around '93, ’94, '95. 
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Q. To whom did you report as Senior VP of the 
Winston and Camel Business Units? 

A. I believe when I had that position, it was 
Jim Schroer, or it could have been Dave lauco, let me 
think. The organization changed over time. It would 
probably, for part of the time, been Dave lauco, for 
part of the time Jim Schroer, and for part of the 
time, .croing earlier, it could have also been 
Peter Holt. 

. * Can you spell Mr. Schroer's last name? 

;A. You know, I don’t remember exactly how to 
spell... rt, sorry. I’m sure we can find it for you. 

Q,' And can you spell Mr. Iauco’s last name? 

A. I-a-u-c-o. 

'3^^ You said that at one time or another you 
report®# either to Mr. Schroer, Mr. lauco, or 
Mr. rfoTFh is that correct? 

A. That's correct. 

^ 4 ^ - 4 Okay. And was that sort of in 
chronological sequence, that is, first one person, 
then another, then another, or did you report to some 
of them at the same time? 

A. Not at the — you know, two people at the 
same time; is that what you're asking? 

Q. Yes. 
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A. No, I didn't report to two people at the 
same time. I reported to Dave Iauco for a period of 
time. And actually Dave may have, at the time, been 
reporting to Peter. I'm not really sure I ever 
reported directly to Peter. But I did report 
directly to Dave Iauco and I reported directly to 


Jim Schroer. 


So first you reported to Mr. Iauco and then 


to Mr. Schroer? 


Yes. 


J 11 


* What was Mr. Iauco's position when you 
report ec| to him? 

^ f&. He was — I don't remember his exact title, 

^it he would have been like Senior Vice-President 
over lurand management, I think they called it then. 

Q. And when you reported to Mr. Schroer, what 
was his position? 

i He was Executive Vice-President of 
Marketing and Sales. 

Q. What were your duties as Senior 
Vice-President of the Winston and Camel Business 


Units? 


A. I was responsible for all of the marketing 
programs we did on the brands, you know, promotions, 
advertising, packaging changes, product changes, you 
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10 

promo&iJari* 


11 

of prbnfo€f 


know, line extensions, pretty much all the activity 
for those brands. 

Q. In describing your duties just a second 
ago, you mentioned promotions as one of the things 
that you were responsible for; is that correct? 

A. That's correct. 

Q. And by promotions, what specifically do you 


"13 

& 14 

‘I 

4 15 
% 16 
? 17 
18 

: 19 

«- 

*S 20 
21 
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AT. Well, there are all kinds of different 

rVl 

prorao^r,.^. There are like sweepstakes kinds 
of pr£:ifo€f ons, there are free-standing insert 

jL 

promotions, there are direct mailing couponing 
, there are promotions in-store. 
j||ey 6ah be buy-downs, you can have some 
buy-sp^—^et-some-frees, you could have premium 
promotionsc you could have event promotions. There's 
just &ahi^ many different kinds of promotions. 

p. ^ And how would you determine which 
promoj yybd &j$ to implement at any given time? 

A. Well, at any given time you're looking at 
what are your objectives, what are you trying to 
achieve, what do you have going on, all of those 
things, you know. 

Q. Were all these promotions geared towards 
consumers or to your company's wholesale customers? 
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A. No. When I was talking about promotions, 
that would have been consumer promotions. 

Q. Did your company have any promotions that 
were geared to its wholesaler distributor customers? 

A. Well, there's wholesale -- we've had 
wholesaler programs. I’m not responsible for those. 
I haven't ever been responsible for those, but our 
company has wholesaler programs. 

Q\ Okay. And what persons or what positions 
at y^ui company were responsible for your wholesaler 
prog;#tns ? 

: A. It would have been whoever was the head of 
ale|- and then whoever they had reporting to them in 
gjalefcwho at the time was in charge of it. 

■j, What persons would you work with to design 
and ifsfcjplfment various promotions for the cigarettes 
that^you\were responsible for in your capacity as 
Senig.r; V? of Winston and Camel? 

iifeliyl Well, you'd work with agencies who helped 
developed the ideas in Creative. You'd work with 
internal people who are helping execute it. If it's 
a retail promotion, internal salespeople. You know, 
wide variety. 

Q. You said that another one of your duties 
was advertising. What were your advertising duties 
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with respect to the Winston and Camel brands? 

A. Developing the advertising and running the 

advertising for the brands. 

Q. Did your company do it in-house or did you 
work through agencies? 

A. We worked through agencies. 

Q. Did you have in-house people that were 
responsible for advertising or designing advertising 
programs> 

|A. Well, it was part of the -- our marketing 
group^l.'uJr responsible for all the marketing on the 

ass* 

brands. But we worked with outside advertising 
fco actually develop the advertising. 

:C- S Okay. You said the packaging was another 
responsibility; is that correct? 
j That's correct. 

And what were your duties and 


area so- 


■■w*: 




responsibilities with respect to packaging? 

ptal Well, did we want to make any packaging 
changes, any design changes, or changes to the actual 
pack itself. 

Q. Okay. Another area that you described was 
product changes. And what did you mean by "product 
changes"? 

A. Do we want to make a product change to make 
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it — the product perform better versus our current 
smokers or competitive smokers, you know, any changes 
to the taste of it, the blend we used, do we want to 
improve it. 

Q. Okay. You said that another area of your 
responsibility was line extension. What did you mean 
by the term "line extension"? 

SV. That means like in this category, like you 
have a brand like, let's say, Winston. And under the 
Winst^f# name there are many styles of Winston. 

There,' s S'ull Flavor 100s, there's Full Flavors 8 5s, 
there'^Xights 100s, there's Lights 85s, there's 
r , there's Box, there's Soft Pack. So 

you bring out a new style within that brand, 
it's trail if d a line extension. 

■M#^Okay. j see. Other than these categories, 
were tneif other areas of responsibility that you 
recall having in your capacity as Senior VP of 
Wins tSfa ^-slid Camel? 

A. Well, sure, you know, working on, you know, 
what are we going to spend, what share objective do 
we think we can meet, what volume do we think we're 
going to ship, that sort of business stuff. 

Q. With respect to market share, was it one of 
your goals to increase the market share of your 
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products ? 

A. It would depend on what year you're talking 
about and each individual brand. Each year each 
individual brand has a market share objective. 

Q. And how was the market share objective 
determined each year? 

A. It's part of our whole planning process. 

We taijk about, you know, what we're going to do with 
the brand that year, what we're going to achieve and 
look : ot , what we think the objective should be, and, 
of coujM&j management would be involved and we debate 
it and.discuss it and reach a consensus on what we 

psHhought the objective should be. 

PUP* 

Q. Was it generally your objective from year 
to y&ZT to increase the market share of the brands 
under "frar responsibility or to maintain the market, 
share 'thlffc you already had? 

i : A, Again, it would depend on the year and the 
brandy -^feat the objective was for each brand for each 
year. 

Q. Uh-huh. And maybe you can just give me an 
example. But would there be years in which you would 
not have the objective of growing the market share 
for a brand? 

A. For an individual brand, yes. 
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Q. And why would it be that for a given year 
you may have an objective of not growing the market 
share, but perhaps maintaining the existing market 
share? 

A. It depends upon what you have going on in 
the brand. So like, for example, on the Winston 
brand, we're getting ready to relaunch a big 
repositioning of it, a whole new marketing program 
behind it. And we know that before we have that, we 

•s.%: '' £$ 

arer,’t; going to be able to turn its share around 
because it’s declining. So realistically we know 

that: yea? we're not going to be able to grow it, but 

I*-- >»lti 

e’r# '^jrking on something coming that we hope will 
row>^f%. in the future. You see the... 

' ' V 

d I'm sorry, was there — 

That was it. I'm not just checking to see 

if tfatrrv 




, Was there some type of report that your 


depa?^||^t, and I'm focusing, again, on the years 
when you were with Winston and Camel, generated once 
a year or more than once a year which would describe 
its marketing objectives for the forthcoming year? 

A. We have an annual plan. Is that what you 

mean? 

Q. Yes. Okay. 
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1 A. Uh-huh. 

2 Q. And when would the annual plan be adopted 

3 or — let me ask it this way. When would the annual 

4 plan be written? 

5 A. I would say norm — and in what time 

6 period, for like forever or...? 

7 Q. I'm talking about — you said that you 

8 served as Senior VP of Winston and Camel sometime 

9 during the period between '93 and '95? 

.0 ! 'A. : Uh-huh. 


So I'm actually focusing on that period of 


12 time* 


13 j£< if Okay. 

fv. ^ My questions are focused on that period. 

15 "A.T Okay, I’m just trying to recall back then 

16 what exact time frame would have been. 

Jy.v.vAs.s.w. 

17 ; Q. | Sure. 


iA..But I would say roughly we would start the 


plan: 


rocess in about July for the next year and 


it'd actually be finalized by November. 

Q. And when you say, "the next year," were you 
talking about calendar years? 

A. I was. I was talking about calendar years. 

Q. Okay. So you'd start in July and by, I 

think you said, November you'd pretty much have that 
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plan finished; is that right? 

A. That's right. 

Q. Okay. And the plan was — that you talked 
about, was that a plan just for the Winston-Camel 
brands or was it a general marketing plan for the 
company? 

A. Well, when I was responsible for Winston 
and Oa^ielj I would have been working on the Winston 
^ ’ piece, but every brand would have had an 

n. 

So each brand would prepare a plan for the 
year; is that correct? 

^ pdfr' That's correct. 

|^. 5 . Okay. So there would be a Winston plan and 
a Can§8&""p|.an and Salem plan and all the other brands 
woul 



comi 


_ive their own plans as well; is that correct? 


Wvww.V 

: A. 


That's correct. 


o. sWould the plans make some projection with 
respeji^# market share? 

A. Yes. 

Q. Would that be a specific section of the 
report? 

A. Well, I have to say that every year the 
format changed. 

Q. Okay. 
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A. So, I mean, when you say a specific 

section, I don’t know how to answer that. 

Q. Okay. Would the plans make any projections 
with respect to the price of the product that your 
company would charge its customers? 

A. At the company level, it did. In our 
individual plans, it wouldn't. Like in my Winston 
and Cornel plan, I wouldn't have had that in there, 
but for the overall company, it would have. And 
thatL|-- mose assumptions would have been rolled into 
the ! i - up numbers. 

:1. > If we can just break that out. You would 

^repiiUf “'or example, your Winston plan by November; 


th : t right? 


Yes. 

Q, \ And you would submit it to what person or 

persons dp the company? 

; L. Well, that's not really how it worked, when 
you %ay,* "submit". All along the way from July 
forward, you're working on it together and there 
would be reviews with your boss and then maybe the 
next boss and it would take until November to get it 
finalized by everyone. 

Q. Okay. And in the interim, between July and 
November, people, say, higher up in the company, 
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would have drafts of your report; is that right? 

A. Yeah, drafts of — yeah, you know, the plan 

in progress, what we're thinking, what we're trying 


to do. 

Q. Now, what report was it within the company 
which would have some discussion or projection 
regarding price? 

it. Well, the forecasting group. We have a 
separate forecasting group who looks at what do they 
thin-- industry volume will be. So they're projecting 
indu?;' volume into the future, they're projecting 


what 


they 5 think our volume will be into the future, 
wd think the pricing increases will be in the 


lture, e.t cetera. 


J 16 


i 17 


Okay. Was the name of this group the 
forecasting group; is that how it was referred to 

. AWW.Vv'^. 

withirT'The company? 

A. ^ , Well, I'm using that as shorthand because 

$ ... 

the nam^ of the group has changed over time. But 
there always has been a forecasting group. 

Q. And within what department of the company 
do they work? If you could just sort of explain 
within the corporate structure where the forecasting 
group fits. 

A. In marketing. Like there’s marketing -- 
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there's a marketing group for each brand, and then 
there's marketing groups that are focused on 
implementing things, and then there’s a marketing 
group that's — over the time it’s changed. 

Sometimes it was part of what 1 s called marketing 
research, some of the time it was its own separate 
business analysis group. So at some — during 
this Kr t,he last ten years, sometimes it’s been part 


of marketing research, this forecasting group, 

r: ^ 

Id’s been a group all by itself like a 




1 

2 
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15 when 


busini^^S ^analysis in forecasting group. 
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Was it always within the marketing 
of the company, though? 

I I would say so. I can’t really remember 
You know, it's possible, way back when it 
wasn'gP^I mean, for, I would say, I think the last 
ten years) I would say it has been. 

Okay. So, as you understood it, during 

? , _ 

this to November period, when you, as a sort of 

brand manager for Winston and Camel, were generating 
your marketing plans for the following year, as far 
as you knew, the forecasting group was doing its work 
and it would make projections regarding volume and 
price; is that right? 

A. Yeah. And with management involved, and I 
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1 

mean... 



2 

Q. 

And do you recall what person or persons 


3 

headed up 

this forecasting group during the 1990s? 


4 

A. 

I believe I would say -- during the whole 


5 

1990s? 


L. 

6 

Q. 

Yes. 

p 

| 7 

A. 

Is that what you're saying? I would say 


JWW .NV^ 




^ 'I 


§ ^ 


8 

9 

10 

11 

12 

13 

15 

16 

17 

18 

19 

20 
21 


and byr the head of the forecasting, are you talking 
aboutf^jast the forecasting group, not all of 


s»- 


research? 

' Right, the forecasting group. 

!A..j Okay. I would say Jerry Moore, I believe 


23 

24 

25 


nn \te£fe lisn. and Scott Keith. 

|jj. ; Jerry Moore, what was the second name? 
JerriigMs^ire, and what was the other name? 

A. , Penny Cohen. 

Penny Cohen, and the other person? 

5 h.• Scott Keith. 

ij ybp Now, did the company as a whole, as far as 
you know, generate its own sort of master report or 
master plan for the following year? That is, was 
your brand plan that you were generating for this 
line in November, was that part of a larger 
company-wide report that would be prepared? 

A. I think so. 
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Q. And was that — do you know what that was 

referred to as? 

A. You know, you’re going back to ’93 and 
'95. What they exactly called it then, I don't 
know. It's probably something like the annual plan 
and the strategic plan. 

Q. Okay. 

But I don't know exactly back then. 

Ski., 

Did you ever hear the term operating plan? 
Oh, sure, yeah. 

Is that — 

^ Operating plan, annual plan. 

-1 Were you a recipient of the strategic plan 
aerating plan each year? 




jr’ 

15 


Well, I certainly 

am now. 

i ;i 

16 


Okay. 










17 

;a. ) 

(Laughter) 




18 

% v 

But in the *93 

to 

'95 period, did you 


19 

receive:::-a 

copy then? 




20 

A. 

I don't really 

remember. 


21 

Q. 

Okay. Now, we 1 

1 ve 

talked about the work 


^22 did with Winston and Camel between approximately '93 

23 and '95. What was your next position with the 

24 company? 

25 A. I then became Senior Vice-President of all 
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1 the full-pr:.ced brands, Winston, Camel, Salem, 

2 Vantage, More, and Now. 

3 Q. How long did you hold that position? 

4 A. For a while. Then at the end of '97 I 

5 became Executive Vice-President of all of marketing. 

6 Q. Your position as Senior V? of the 

7 full-priced brands, was that during the '95 to '97 

8 peridd; does that sound right? 

9 . Probably. I mean, I’d have to go back and 

10 look at. these exact dates to tell you exactly. 

11 2. As Senior VP for the full-priced brands, to 

■w 

12 what person or persons did you report? 

* 

13 fWSi [A, I reported to... I’m trying to remember if 
14s*ssrfim Schiper was still there. I don’t remember. It 


k been Jim Schroer, Ove Sorenson, and 


15 coul 


16 Andy ^^jgdler. 


: Q. i Mr. Schroer was head of marketing at that 


18 time"! 


He was exec -- again, I can't remember what 


20 year he left. He was Executive Vice-President of 

21 Marketing and Sales. And I don't remember exactly 

22 what year he left, but I reported to him for a period 

23 of time. 

24 Q. Okay. The next — you said Mr. Sorenson, 

25 is that the next person? 
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R. Yeah. But I think that's not how it really 

went. If I recall, Jim left, Schroer, and then I 

reported directly to Andy Schindler for a while, and 

then he hired Ove Sorenson and I reported to him, and 
then Ove left and 1 reported to Andy again. 

Q. When you reported directly to 
Mr. Schindler, what was his position at that time; 
was he president of the company? 

A. Yes. 

Ki- And when Mr. Sorenson came in, what was his 
position? 

■A.. Let me think... I know he was Executive 

^.ce-^^js-ident of Marketing. I was just trying to 
pbmeifK ^ if — yeah, he was Executive Vice-President 
of Marketing. 

. "Was he brought in from outside the company? 
Yes. 

And do you know how long he served as 
sVice-President of Marketing? 


Exec 



A. I think it was approximately a little less 
than a year and a half. 

Q. Do you know what company he came from? 

A. I think it was a liquor company. I can't 

remember which one, or I think maybe he wasn't 
working for them when he joined us. But that would 
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have been his last job. 

Q. After serving as -- for approximately the 
year and a half as Executive VP of Marketing at 
R.J. Reynolds, do you know what Mr. Sorenson did 
after that? 

A. What he's done since he left our company? 

Q. Well, let me ask you this. After he 

finished his one-and-a-half-year approximate tenure 
as V Executive VP of Marketing, did he go on to 


anot her ' position at F.JR or did he leave the company? 
4 s ! He left the company. 

LQ* So as far as you know, his entire tenure 
Reynolds was approximately a year and a 
If; Is that right? 

Nik s Yes, that's right. 


-i 


Okay. And — so do you know where he went 


when "left R.J. Reynolds? 

A. No, I don't know where he is. 


’ Do you know why his tenure was relatively 
short with the company? 

A. I wasn't involved in the discussions. My 
understanding is Andy wasn’t, you know, happy with 
the — with his performance. 

Q. Now, in 1997, you became Executive 
Vice-President of Marketing; is that correct? 
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1 A. Yes, towards the end of '97. I think it 

2 was about November. 

3 Q. And in that capacity, did you head up the 

4 company's entire marketing effort for cigarettes? 

A. Yes. 

Q. Was it only cigarettes that you had 
responsibility for? I assume that was the only 
prodik’t the company made. 

PIL That's all we had. That's right. 

s -f"" 1 

r j. Okay. Did you report to Mr. Schindler 

-- j 

directly as Executive VP of Marketing? 

| Yes . 

And that's the same position that you hold 
toda^^^ that right? 

< That' s correct. 

17 ]q'. \okay. Did you have any reporting 

18 resp jjlhi 1itv other than to Mr. Schindler? In other 

19 word^^^| you report to anyone else within the 

20 company? 

21 A. You mean since I've been Executive 

|22 Vice-President Marketing? 

23 Q. Yes. 

24 A. No. 

25 Q. And in that position, what persons have 
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Q. 

A. 

Q. 

A. 


reported directly to you? 

A. Since I've been in the position? 

Yes. 

Okay. Well, let's start with now. 

Okay. 

Ned Leary reports to me, who is 
Vice-President of the Winston Business Unit; 

Rhonda, Plummer reports to me, who is Vice-President 
of thW Salem Business Unit; Fran Creighton, who is 
Vice-Resident of the Camel Business Unit; 

Doug se, who is Vice-President of our Savings 

Brands^ business Unit; John Scaritt, who is 

e for our Puerto Rico business and U.S. 
gs; Dave Iauco, who is responsible for 
research and the development of new product 
ies; Rick Sanders, who's responsible for 


pco 

mark 





marketing^operations; and Scott Keith, who is 
responsible for Business Information and Analysis; 


and 


se my assistant, my secretary. 


Q. Can you describe what Scott Keith's 
specific duties are as head of Business Information 
and Analysis? 

A. Yes. He is -- he's our forecasting group 
in terms of forecasting volume and share. He also is 
involved in analysis in that he's accountable for our 
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share of market, MARLIN’S share of market tracking 

system, and analysis of that data. 

Q. Do you meet from time to time with the 

persons that report directly to you? 

A. Yes, I do. 

Q. How frequently do you meet with these 
people as a group? 

Oh, as -- everyone together? 

L• Yes. 

Si®'' ^ 

■VflMT 1 ' 

I would say once a month. 

0.- Is that more or less on a regular schedule, 

JS 

these^joonchly meetings of the marketing group? 

4 Just the people who report to me -- 
V Yes. 

— that's what you were talking about, 
us- a group? 

Yes. 


n 


WWVAYmv. 


■q'T 


Yes . 


Okay. And I take it more frequently you 
meet with these people either individually or in 
smaller groups; is that right? 

A. That's right. 

Q. A monthly meeting, is that generally held 
at a certain time or a date within the month? 


A. 


Yes. 
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Q. And approximately when is that meeting 

held? 

A. It's, I think, usually the third Monday oi 
the month, I'd say. I think that's right. 

Q. And then from your description, I take it 
about somewhere between seven and ten people attend 
that meeting; does that sound right? 

HV* Oh, other than people attend other than my 

direct reports, depending on what we're covering, you 

fZ i 

know,^^^^r people who report to them. 

People who report to them who may have 

I 

responsibility for a subject which you plan 
In the meeting; is that right? 
h.. Right. Or maybe their boss can't make it 

„ ji 

so tttf-y ufend the people who report to them. So, I 


n 


specif 

SSfO jV 


raean^pt'can vary. Who's there it varies. 

Do you or does someone else prepare agendas 

■s- 

for th^|^ meetings? 

g Scott helps me with it, he and I prepare 
the agenda. 

Q. Is that Scott Keith? 

A. Yes. 

Q. Is the agenda given out in advance of the 
meeting or at the time of the meeting? 

A. Well, in advance of the meeting we kind of 
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send a note out to everybody saying, is there 

anything you'd like to cover at the meeting. And 
Scott gets their input, and then he sits down with 
me, and we go over what people suggested they cover. 
And then I decide what we want to cover. And I don't 
know if he sends that agenda back out before the 
meeting or not. I'm not really sure. 

iQ. The notification process and the responses 
to ncilff^ication about subject matter, is that done by 
E-mai|| by paper? 

HI don’t know. You’d have to ask Scott. 


He’s idoir.g it. 


i Well, I mean, do you see the notices that 
ot|t 'Myising people of the meetings? 

^No — well, I don't know, I might. It's 
But he's sending the notice out to 
other™-- it's on their calendars. It's not like a 
notidp t:o go out on the meeting; it's on their 

calerMal&s4 He sends out a note saying, what do you 
want to cover in the meeting. And does he do that by 
paper or E-mail, I don't know. 

Q. Okay. When you say, "on their calendars," 
what do you mean by that? How does it get on their 
calendars? 

A. Their secretary puts it on their calendar. 
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Q. Okay. When you say on their calendar, is 
that a the individual — is this a computer 
calendar or sort of the paper and handwritten 
calendars that people have — 

A. Computer calendar. 

Q. And everyone in the company has a computer 
calendar; is that right? 

A. - No. 

'0. Who has computer calendars within the 

: ..... .. ^ 

compau v- V 


A. I couldn’t tell you who does and who 

doesn't. I'm pretty sure there's some people that 
!p*$on' 1;. ..J7 know there are a lot of people who do. 

; v7 ' People in the upper management levels tend 

to have'these computer calendars; isn’t that right.? 

A I don't — I haven't checked with them to 
see if ea^ch of them does or not. 

| Okay. You have one, right? 

.§ I have one. 

Q. And if you want to access that calendar, 
you go into your computer and you click onto your 
calendar and you can see what your calendar is; is 
that correct? 


A. That’s — yes, that's correct. 

Q. And what persons can put in schedules on 
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your calendar? That is, if you're being scheduled 
for a meeting a week from now, who would actually 
have that typed in or programmed into your calendar? 

A. You're really getting into what my 
assistant does, so I'm not positive. But I think 
what happens is anybody can put a meeting on the 
calendar, if you don’t already have one there, and 
thenNL think she has to accept it, I think. But 
you’fe really asking what her job is, not mine, and 

5 

so IprtWE-’t know. 

. , Okay. 

I • 

..She handles my calendar. 

So what you see, though, is you get our 
you see what you're doing on a particular 
fjjhat tells you what you're doing; is that 

A. ' That's right. 

I Okay. And do you know if you have the 
capaf^pito see other people's business calendars, 
that is, can you get on your computer and type in 
Scott Keith and see if he's busy a week from Tuesday? 

A. I think it has that capability. I don't 
know how to do it. I've never done it, but I think 
it does have that capability. 

Q. Okay. And -- okay. So the -- when the 
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meeting of your marketing group is set, perhaps your 
assistant will sort of put it on the calendars of all 

the participants and then they can — or their 

assistants can either accept it or not accept it; is 
that right? 

A. Well, if they worked for me and I set up 
the meeting, I imagine they'd accept it. (Laughter) 
jft* Okay. 


let 




Or if they couldn't be there, they would 
pw and they would send someone else. 

Right. Well, then — 

You know, and we'd agree. They'd say, hey, 
and this happens, you know, hey, I can't 
’m not going to be there, is it okay if I 
d-so, yeah, that's fine. 

"h Okay. Do you know how long, if you know, 


^NHNBADBBU 


you may hot know, the computer sort of keeps people's 


back[calendars? That is, would your calendar for, 


say, 


of 1998 still be on the computer, or has 
that all disappeared? 

A. I have — I don't know. 

Q. Okay. Did you ever have occasion to sort 
of be curious to find out what you were doing, you 
know, four months -- you know, on a particular day 

three months ago and look it up on your calendar to 
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see if it’s still there? 

A. No, I never have. 

Q. Do you know if it has the ability at all to 
go backwards? That is, can you — do you have the 
capability at all to find out what your computer said 
a week ago, or two weeks ago, or a year ago? 

A. I don't know. 

3 . We were talking about the agendas for the 
monttffy meetings. And did you -- you said that a 


noti 



Id go out of the meeting for the meeting 


with i^Jhvitation to submit topics and you and 
Scott; Keith would review what people suggested for 
piq&yfci&nd then you would create an agenda from 
at;p!b^that correct? 

jjA,. lYeah, essentially. He sends out a note to 


peopfUpS'tiying, what subjects do you want to cover in 
the he gets the input back, and then he 

comesTana, reviews the input with me and we sort of 
creatp tn agenda. 

Q. And the agenda that's created, is that a 
sort of paper agenda which was — 

A. Yes. 

Q. — which would be sent out to the 
participants? 

A. Well, I don't know if it's in advance or 
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not. When we get to the meeting, it's there. 

Q. As far as you know, does anyone take notes 
of the meeting for the purpose of creating minutes or 
a summary of the meeting? 

A. No. 

Q. Do you know if there's any place within the 
company in which the agendas of the meetings are 
filed^pr stored? 

Well, sure. I mean, you know, we have our 

| 

.retention. So if he creates the agenda, 
then ii^’s going to be part of the overall document 
retention] If you mean like in one place all 
f-j ■ I don't think so. 

:Okay. 

Unless he does it. I don't know. 

as far as you know, Mr. Keith would 
keep feopi^s of the agendas; is that right? 


' Yes. 

g. Does Mr. Keith still hold that position as 
head of Business Information and Analysis? 

A. Yes. 



Q. As part of Mr. Keith's duties, does he 
endeavor, as far as you know, to obtain information 
about possible industry price increases? 

A. No. We're not trying to — I mean, no. 
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There's — X don't know what he would do. We sit 
down and we work on what we think the price increases 
will be for the year and what, for our business 
purposes, we think we would need to have as price 
increases for the year. 

Q. That's you and Mr. Keith do that? 

A. Well, sure, but it's not just Scott and I. 
There^are other people involved. 

Okay. And who else is involved in that 


v 17 


.f.. In that planning and forecasting process? 

:Q. 1 Yes. 


^Oh, there would be -- I'm sure he'd 


gave some of his people involved, but in 



term ^;s&fob ur meetings, it’s usually Ken Lapjieko, our 


CFO; *t$lrAndy Schindler; and myself. And we -- Jim's 
not r h’^aTj . of the meetings, but Jim McGuire, head of 
sales 5 , iSj in some of them. And then sometimes in 


the me^l$igs we have Tom Adams, who works for 


Ken Lapjieko. And that's kind of the core group. 

Q. Okay. Well, let's put that group aside for 
a second, that is, the group with Mr. — the group 
that report'; to Mr. Schindler. With respect to 
yourself and Scott Keith, do you and Mr. Keith, or 
other people in his forecasting group, ever have 
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w * 1 

f 


meetings to talk about what you think the price 

increases should be or raight be for the following 
year? 

A. Yes. We -- we do -- yes, we have 

discussions about what we think we need in terms of 

pricing and what we think competitors might do. 

Q. Okay. And just to be clear, to go over 

that gooint, you have a group that meets with 

Mr. £$$'ndler to talk about price increases; is that 
' ; 

corrupt' : 

I-.. I don't know what you’re talking about. 

^3 All right. You said that from time to 
ime you meet with Mr. Schindler, Mr. Lapjieko, 




16 


* Well — okay. I don't think we’ve been 


vwB 




17 cleab" . 

13 j. _,Okay. 

19 j|.. s j (Laughter) We -- Scott and X and Ken and 

20 sometimes Tom Adams, we'll sit down and we'll work 

21 through and we'll debate where we think it ought to 

22 be. And sometimes we include McGuire, Jim McGuire, 

23 in those meetings, but he's not always in those 

24 meetings. But when we get to sort of a point of what 

25 we think, then we sit down with Andy, as a group, and 
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we talk to him about where it is. 

Q. That’s fine. So let's talk about your 

discussions before you get to meeting with 

Mr. Schindler, that is, your conversations with 
Scott Keith and whoever else you bring — 

A. Uh-huh. 

Q. — into that group. And at — is there a 
partij&ylar point in the year when you talk about 

a ■ 

whereFyou should be going with pricing? 

p v ' ^ 

Itefcill We ll/ it’s ongoing. But, of course, you're 
it when you’re doing the annual plan, the 
ind of plan. But it's on an ongoing 
know, things change as the years go -- as 
€!S on. So it's ongoing. It’s not like 
there^i^ily one point in time; it's an ongoing 
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1 increase. And it almost never is what we thought it 

2 was going to be. So then we sit down and think where 


I 11 


we think the rest of the year is going to be now. 

So, I mean, because we're always guessing what we 
think it's going to be. So, yes, that occurrence 
would — after there's one announced, then, okay, 
it's different than what we thought it was going to 


Uh-huh. 


rest 


So now let’s re-think where we are for the 


tne year, 


. ;Okay. When you say one price increase 
urcv.H do you mean announced by another company? 


Like Philip Morris? 


I 17 


Yes. 

^T-jIs it usually Philip Morris that initiates 
price^increases? 

jfc.4., Yes - 

MS. GALVANI: Objection to form. 


THE WITNESS: Yes. 


BY MR. ASHER: 


Q. Okay. And when they announce the price 
increase, RJR follows; is that right? 

MR. FOUNTAIN: Do you want to clarify? Are 
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we still talking as Executive Vice-President, sort of 
'97 forward? 

MR. ASHER: Yes. 

MR. FOUNTAIN: I don't know if you want to 
break it down. 

MR. ASHER: Yes. 

THE WITNESS: '97 forward? 

K MR. ASHER: Yes. 

! THE WITNESS: Well, if a competitor 

f* V ... 1 

a price increase, then we get together and 


anno 

conv 


Ind decide what we want to do based on what 


we tl|oug^t and what we needed and all of our business 
as&n-i'' iand we convene and decide if that makes 



^ns#r^ J^id if it does, we go ahead. 

BY MR.^§HER: 

Uh-huh. And from. '97 forward, have you 
ever ktdtr^ollowed a competitor's price increase to 
the ^Sct. : amount of that competitor’s price increase? 


ifkfeif ' 9"? forward... Well, you know, I think it 
was in '97 we led a price increase. And then Philip 
Morris, I think, changed it and then we went to what 
they were. And then after that one, I think all of 
them after that Philip Morris has led. 

Q. Okay. 

A. I believe -- you know, I'd have to go back 
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and look exactly, but I believe we followed them all. 
Q. When you say follow, you followed for the 

same amount; is that right? 

A. Uh-huh. Yes, 


MR. FOUNTAIN: Mr. Asher, have we come to a 
convenient time for a break? 

MR. ASHER: Yeah, I think this is a good 

time. 


MR. FOUNTAIN: Okay. 

r- n 

VIDEO TECHNICIAN: We're off the record at 

11: Of. - 




(Off the record.) 
VIDEO TECHNICIAN: 


We're back on the record 



BY ME^^HER: 

sP#'- . Ms. Beasley, before we broke, we were 
talkfng™et$ 30 ut price change or price increase 
discus. 1 ns within the marketing department, and I’d 
like back over that. You said that from time 

to time you would meet with Mr. Keith and others to 
talk about price changes for your company's 
cigarettes; is that correct? 

A. Yes. 

Q. Okay. And you said that these discussions, 


on some occasions, would be prompted by price 
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announcements by other companies; is that correct? 

A. W€>11, no. The question you asked me was 
when do you reevaluate, are there any incidents that 

cause you to reevaluate. And that's one of them. 
That's what you had asked me. 

The discussions with Scott are -- were 
planning for the year or updating the plan. And so 
we're^looking at what our costs are and what our 
objectives are and what we think might happen on 
pricipgTaftd what we would like to happen. That's 
kind i'f the discussion with Scott. 

r 

■ ■ j fgl 

■q 7 "^So your discussions with Scott were general 
.scus.Sii.-QhS as to what you thought would happen and 
would like to happen with respect to 


pricing during the coming year; is that 


tRT”"'- During the coming year and then continuous 

i ? 

updating luring the year. 

Okay. And then separate from those 
discussions, you would have discussions as to how to 
react to particular price increase announcements; is 
that right? 

A. Well, yes. If a price increase is 
announced by a competitor, then Andy and Ken and I 
and Jim will get together and discuss whether we 
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should follow or not. 

Q. Okay. So let me talk about, if I can -- or 
ask you about the discussions you had with Scott. 

A. (Witness nods head in the affirmative.) 

Q. And how frequently or on what schedule or 
what would occasion those sort of longer-term price 
discussions? 

^ Well, obviously when we’re doing the 
operating plan for the year, that's a point in time 
when b^Lu---do it. And then as we update the plan 
durin.t\|iib year, we update the plan in terms of, you 
know j^our^ projections on share and volume and pricing 
sand they are. And we sort of get together and 

iecic|t^V|ien we think an update needs to be done. 

^ What factors would you and Mr. Keith take 
into : acC"iunt in determining where you thought prices 
woulcfHgcT'd.n the either near-term or long-term future? 

It’s not just he and I. Obviously there's 
Other- le like Ken and Tom that I talked about as 
well, but what we think about is -- 

Q. And, excuse me, just to be clear, Ken 
refers to who? 

A. Ken Lapjieko. 

Q. Okay. And Tom would be who? 

A. Tom Adams. 
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Q. And what was Mr. Adams’ position? 

A. He works for Ken Lapjieko. 

Q. They're both financial people, right? 

A. Yes. 

Q. Okay. I’m sorry, I didn’t mean to 
interrupt, I just wanted to get their names. So I 
asked you what factors would determine how you 
thought prices would go in the future, or what you 
woul tale into account. 

We take into account like things like, 
payments and what would be required for 
take into account taxes, like when a federal 
is going up and what pricing might be 
that; we take into account what we think 
be, how our costs will increase and what 
think will be required there; we take a 
look iafc»» i wplume and what’s happening with volume; we 

I 

and debate what we think competitors might. 


evalv 
do. 

We look at the price tiers and what the 
deep discount manufacturers are doing, how they're 
pricing their brands because you have to be cognizant 
of the gaps between tiers between full price and 
branded savings and the deep discount. So we'll look 
at how we think those deep discount manufacturers 
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SO 

will be pricing their product because that impacts 

everyone else in the industry. You know, all these 

things. 

Q. Okay. Let me ask you about some of these 
things that you just mentioned. You said that one of 
the factors that you look at in trying to project 
prices is MSA payments; is that right? 


A* 


Yes . 


Okay. And what do you mean by "MSA 


n 


payme 




A. Master Settlement Agreement payments. 

ji 

They're payments that we have to make to the State 
lug of the settlement, the State's. 

Do you know when the Master Settlement 
Agree||rst,| the MSA, was entered into? Do you recall 

A. 


what afceai*that was? 

Sw.\vawwsS 




YI think the end of '98. 

# 

j Before the MSA was agreed to, were there 


othe ri^fefessfr l settlements that you had to take into 
account in determining — making pricing decisions? 

A. Well, there were those four states that 
were not part of the Master Settlement Agreement, but 
were settled before the Master Settlement Agreement. 

Q. These were four separate settlements? 

A. I think so. 
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Q- Do you recull what those stat 


es were? 


F" \ 
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A. Oh, let's see,.. Florida, I think, 
Minnesota... Oh, gosh, what were the four... I'm 

sorry, I just can't remember. 

Q. Okay. There were four separate states and 
four separate settlements? 

A. Right. I believe that's right. 

Q- Okay. So one factor you took into account 

in 


14 MR 

15 


ing were the payments that your company had to 

n v> hi 

make the Master Settlement Agreement and the 

individual state agreements; is that right? 

'-Right. 

And how would you sort of calculate how 
ch 0 % an increase you had to implement because of 
t h o s laments? 


16 


> 17 


19 

19 

20 
21 

,22 
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23 

24 
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A. Well, you look at — we project what we 
thinl^ v "oim payments will have to be and then you know. 

1. 'And who specifically would make that 
broiec ^Lon within your group? 

A. Well, I would say that the financial group 
would work with Scott on that. 

Q. Okay. And would they present Scott or you 
with calculations as to what the costs of a 
particular settlement would be? 

A. The cost of a particular settlement? 
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* 1 


1 Q. Yes. How much -that particular settlement 

2 would cost the company? 

3 A. In general, what we look at is payments for 

4 all of those settlements, how much we think it will 

5 be, and is it going up or going down versus the 

6 previous year. 

7 Q. Was it your goal to raise enough money 

8 through price increases to cover the costs of those 

9 


10 


-.1 1 Well, our objective 

is to stabilize 

and 

11 

grow 

^rftlngs, and so it all 

flows from there. 

It ’ s 

12 

not : 

pL™ 

specific gust to the MSA, 

but you look at 

where 
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u volume is, where you think costs are going 


! And you have — we have an earnings objective 


to e or to grow. 

And in terms of your discussions with 
Mr. KeTOlk or Mr. Lapjieko, would there be a 
partf^Ry: document which would set forth to you the 
amoui^yyyi money that you'd have to raise through 
price increases to cover the cost of the MSA and the 
other settlements? 

A. Well, that — I don't think you're 
articulating it correctly. There would be a document 
that would say, here’s what we think MSA payments are 
going to go up or down versus the previous year, our 
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MSA payments, here’s what we think is going to happen 

to taxes, like the federal excise tax, here's what we 
think will happen to our other costs, here's what we 
we think will happen to volume. And you put all 
those things together. 

Q. Okay. So this is sort of one sheet of 
paper which would break out these different 
components that you mentioned that would go into a 
determination of price; is that correct? 

r; i 

|y .^That's right. 

g>. And who would prepare that sheet of paper? 
’Scott and the financial group. 

I Is it usually one page or more than one 




|We: 11, it's a process again; it's not like 


page 


. 

one pppfft 4 in time. 

br~~ ,Right. 

* H . 

A. So sometimes there's -- yeah, there's more 
paqeskahd it. evolves over time. We look at something 
and then we might change some of the assumptions in 
it and we get a revised one and we debate what's ir. 

there and... 

Q. Oh, would the way it would work, just so I 
understand, would you decide that you're going to 
have a meeting regarding pricing and ask Scott or Ken 
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1 to come up with a sheet that would sort of break out 

2 anticipated costs or components of the pricing? 

3 A. Well, we have meetings, when they bring 

4 that to the meeting. 

5 Q. Okay. And when you say we have meetings, 

6 that is, you would decide to have the meeting 

7 regarding pricing and Scott and Ken would bring a 

8 document to the meeting which would break out these 

9 sort of cost elements? 

Yes. And it’s not necessarily I'd be 

deciding "to have the meeting, but we know we have to 


10 

5R . 

11 

deciding 

12 

do the w 



13 

«af eti jap'. 

I 4 

nillst 


r : | 
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ipg, or we’d get together and the plan's 
ne and we say, it's time we did an update 
on th&^pfan. And we all agree we're going to do an 
updatig^cL'ftd, you know, Scott could schedule the 
meeting, I could schedule the meeting, Ken could 
schec^.: || the meeting. It just depends. 

Q. And on those occasions where you had a 
meeting, maybe you can just explain this, would it be 
a general meeting to go over the plan or would you 
have specific meetings on the pricing component of 
the plan? 

A. Generally it would be more than just 
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pricing. We would be talking about more than 
just pricing. That would be a piece of it. 

Q. Okay. And with respect to the pricing 
component of that meeting, a sheet would be prepared 
of one or more pages by Mr. Keith or Mr. Lapiieko 
that — which is what you referred to earlier, that 
is, a sheet of paper that would break out the 
diffesr^nt costs or expense components of pricing; is 

that Pfight? 

fp 

The different cost components we have. 

T. * Yes. 

A. * Like MSA, what we think's going to happen 

$ 

;*lith jgr,^federal excise tax, what we think is going 
-o h^| ei i with it, our other costs, what we think, is 
goin^t'o happen with discounting and promotion. 

All right. And that sheet of paper or the 
pages"thlp would be prepared, would that be in the 
form'~f..n memo to you or would it just be sort of a 
draftjuil^let of paper with numbers on them? 

A. I'd say more generally a draft sheet of 
paper with numbers on it. 

Q. Okay. And a -- would it have a title or 
would it just have, for example, MSA costs, excise 
taxes, things like that? 

A. It may have a title. 
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Q. Okay. And during the course of the year, 
typically several of these documents would be 

prepared by Mr. Keith and -- or Mr. Lapjieko; is that 
right? 

A. Right. 

Q. Okay. With respect to — and by the way, 
was there a term you used within the company to 
describe this document that we've been referring to 


’V 


SP 


iPBre'aks out the cost elements of pricing? 

,..j r guess we’d say, you know, operating plan, 

% 

-estimates, something like that. 

Q. ■ Okay. 

t., And then it may not have a title on it at 

in 

Okay. Now, that document, which would 


sort 


>reak out the cost elements of pricing, with 


H 


resp@-et^to MSA payments and other settlement 
paymelffif? would it give a summary figure as to the 
amouip^|o^ price increase that would be necessary to 
cover the MSA payments or the other settlement 
payments? 

A. Well, again, it wouldn't be like the price 
increase necessary to cover that. What it would 
summarize is like on a per-thousand basis, here's 
what we expect the payment to be this year and 
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1 here’s what we expect the payment to be next year 

2 and the difference is X. 


3 


4 



8 

9 

10 




Q. Okay. When you say per thousand, that 

would be per thousand cigarettes, right? 

A. Right. 

Q. With respect to taxes, would the cost sheet 
also break out on a per-thousand basis what the 
anticipated cost of taxes would be? 

$r. 'Yes. Like we expect the federal excise tax 

r~ ^ 

to go up .X-amount per thousand. 

0. Is the federal excise tax a tax payment 


made itiirectly by your company to the Federal 



veri 


r 

I believe so. 





And do you know how often that payment 


is 


made?. 


I don 1 1. 

t'. , I take it Mr. Lapjieko knows a lot more 

about 7-jjat? 


20 

21 

22 

23 

24 

25 


A. You'll have to ask him, but I would assume 
he does. (Laughter) 

Q. And is the — if you know, is the amount of 
your company's payment to the Federal Government 
based on the number of cigarettes which it sells? 

A. Yes. 
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Q. Do you know if it’s based on the volume of 

cigarettes or the dollar amount of cigarettes which 

it sells? 

A. Volume. 

Q. Do you know if the federal excise tax 
changes from time to time? 

A. Yes. 

More than once a year sometimes? 

I don't remember it changing more than once 


a ye 


S'"” 


Okay. Is it usually at least once a year? 





It could be you don't have one that 
years when the Federal Government decides to 
take tax up. (Laughter) 

HjT v ? Now, in describing the costs which form the 
basis iwr price changes, you refer to MSA payments, 
exci sa«:v»# <c3, and then you refer to sort of costs in 
general. And that would include manufacturing and 
marketing and other costs; is that right? 

A. Yeah. It includes like discount -- you 
know, the — probably the biggest cost bucket we look 
at is discounting and promotion, what sort of pricing 
deal-backs, if you will, do we expect in the store. 
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1 In other words, you know, there's — it's the price 

2 it starts out at, but then you have all kinds of 

3 promotions in the store that bring the price down. 

4 Q. Okay. 
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A. Which is, in essence, an offset. 

Q. What about costs of tobacco packaging 
distribution and things of that nature, is that also 
factored into your pricing decisions? 




Yes. 


?Q. 5 In your experience, have the -- at least 

p 

since ' I-1, have tobacco costs ever precipitated a 
pric^'indrease? 

[A], t What do you mean, like the — 

The cost of purchasing or growing tobacco? 

$ 

'Oh, purchasing or growing tobacco? Well, 

it’d bo ^ part of all the numbers rolled up, so it'd 

I i 

be a j{>ie<se of it. I mean, it's not like you pull it 


out 


fately. It's all of those things together 


that takdor in. 

r .--•>*$ 

Q. Right. 

A. It's not like you're making a decision on 
any one piece. You're putting it all together. 

Q. Okay. Well, do you recall at any of these 
meetings where your company had decided that they had 
to raise prices to cover increased tobacco costs 
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1 specifically? 

2 A. Well, again, it's all the pieces added up, 

3 which how much the tobacco costs is a piece of that. 

4 Q. Okay. With respect to costs, you said that 

5 the primary items that you looked at under costs were 

6 discounts and promotional costs; is that right? 

7 A. Well, that's a big one. We look at all of 

8 them,i^but that's a big one. 

9 And on the sheet which you and Mr. Lapjieko 

f'; 

* 10 and Mr.lt Keith look at, what type of information is 


11 set f< 


regarding costs in terms of your analysis 


12 of pricing? 


.. ^L3 


swell, we project what we think the costs 


The cost of manufacturing per thousand 


16 cigarj- 


Uh-huh. Yes. 


Yes? 


;jSv.v 20 


Yes, I'm sorry. 

{Ms. Loiseau left the room.) 


21 Q. Are there specific numbers broken out for 

22 discounting and promotional costs or is it all 

23 wrapped into the total cost figure? 

24 A. No. We break out discounting and 

25 promotions. 
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1 Q. What else is broken out? 

2 A. Well, it depends. There are levels of 

3 detail. We break out sales spending, merchandising 

4 spending, the variable cost of the product, the 

> ! \ 5 overhead cost, the discounting promotion cost, the 

6 equity spending. I mean, you know, there's all kinds 

7 of cost breaks. 

8 is- Another item that you looked at -- excuse 

9 me, tULc you mentioned in your analysis of pricing, 

r- : ! 

10 you sf^jgs^as volume? is that right? 

N 11 That's right. 

12 : Q. 1 Okay. And how does your projection of 

% 13 |W£>luifi 'tt^ure into your analysis of pricing? 

p iiP 

A- ^ Well, again, as I said, you're setting this 

15 earnaffifs jobjective that you want to get to and then 

16 you' king up and you look at all the components 

v F 5 

17 that ; ; feed into that and how much volume you have is 

i I. 1 18 one Qf those. 

, P * i 

: ^ l 

. t 19 Iliiili And what would you consider, what factors 

WV 20 would you consider, in determining what your 

§ 21 projected volume would be? 

% 22 A. Well, we consider what we think will happen 

23 to the industry, what the industry will look like, 

24 and then our share of market within the industry, 

25 which would drive the volume forecast. 
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1 

Q- 

Okay. And those projections of volume 

2 

would be 

on your analysis sheet; is that right? 

3 

A. 

Yes. 

4 

Q. 

Okay. On a company-wide basis or on a 

5 

F" \ 
i 1 

brand-by- 

■brand basis? 

V ? 6 

A. 

Both. 

| 7 

Q. 

Another factor which you said you 


Sv. 






8 
9 

* 10 
11 
12 
^13 
* 14 

I 

15 

16 
| 17 

18 

iff 

19 

20 

i 21 

, 22 

JSSSS^ 

23 

24 

25 



considered was what competitors might do with respect 
to prkce; is that right? 
b. f That's correct. 

JP- ^ Okay. And is that information also on the 
sheetf^feai. you would look at, or is that something 


at 


ould just talk about? 

No, because we really don't know, so we 
just jU&te&fc e and argue over what we think the 
compet^^ye moves will be and why they'll do it. 

And, ^bfripow, we look at the low end, the deep 
discounters, and what we think they will do and our 
othe: competitors and what we think they will do, 

Philip Morris and — you know, we try and guess what 
we think might be in their plans as well. 

Q. Okay. And what facts would you have at 
your disposal in making your analysis of what you 
think competitors might do? 

A. Well, facts we would have at our disposal 


SPHERJON DEPOSITION SERVICES 
(212)490-3430 


http://legacy.library.ucsf.ecfiiiliidtoilfflTj^Ol!l|iwWA/.industrydocuments.ucsf.edu/docs/mhjl0001 


52614 6820 







1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

■13 

3.4 

15 


jfi % 


I 16 

17 

18 

1 19 
1 20 

I 21 


I ; 2 2 

23 

24 

25 


63 

is we'd project what we think their share will be, so 
we know -- we have an i -- we have a guess about 

that. We look at what they’ve done in the past and 

we have that information. And we might know that 
like Philip Morris' objective is to grow earnings, so 
we know that's in the mix. So, you know, we just 
take in what we've — past behavior and kind of 
debating and trying to apply judgment to what we 
thinHpuiil happen. 

Itil f Did you say earlier that Mr. Keith's group, 
the -;-o%sting group, also had responsibility for 
competitive intelligence? 

T*. I don't think I said that, but they do. 

’S 

Okay. Well... (Laughter) And during these 
disciis?%is®hs of what competitors are likely ro do, did 


Mr. K&iltfr offer information which he obtained from 
his dS'M|$'btitive intelligence analysts? 

! 'A. He might offer information -- like we 
might^fi^u out, oh, Philip Morris is going to do 
buy-some-get-some-free or Philip Morris is going to 
take their discount rate in-store from $5.00 to 
five-fifty. So that kind of information that says, 
oh, gee, they're going to spend more discounting and 
promoting. 

Q. Is that information which Mr. Keith would 
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obtain before those programs were publicly announced 
to the customer base? 

A. I don't think so. 

Q. That is, he would advise you of programs 
which Philip Morris, for example, had already 
announced to its customers; is that correct? 

A. They might tell a wholesaler that they -- a 
buy-rome-get-some-free is coming and we pick up that 
comnu|r;i ration. 

=v/ So that would be an example of obtaining 

P ? 

infoi^iatibn. before a formal public announcement by a 
compel : r >r; is that right? 

” Well — 

■? 

MR. FOUNTAIN: Objection to form. 

| 

| MS. GALVANI: Objection to form. 


°-v- 




THE WITNESS: I wouldn't say — I don’t 


know bt^a-gy formal public announcement of 
buy-cor:.'=-aet:- some-free promotions or discounting 
levels you just, you know,, tell your customers what 
you're doing. I don’t know what you mean by "formal 
announcement". 

BY MR. ASHER: 

Q. Well, you said that one of the things which 
Mr. Keith’s group might learn about is information 
about a buy-one-get-one-free, might be disclosed to a 
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customer before it’s sort of formally sent out to the 

customer base. 

(Ms. Loiseau entered the room.) 

MR. FOUNTAIN: Objection — 

MS. GALVANI: Objection to form. 

MR. FOUNTAIN: — that mischaracterizes her 

testimony. 

I THE WITNESS: Yeah, again, formally sent 

out? i don't know if they formally send it out or 

T" 

not. ' m when you're getting ready to do a 
promop%.n, you go to the customers and tell them 

, I % 

you'ijb do|ng it. 

MR% ASHER: 

Okay. And then when you actually do it, 
though, you send out some kind of notice to your 
customerdon't you? I mean, it's not, you know, 
just krrftMrmally whispered; you sort send out some 

writing. ( Is that correct? 

Wl- S .^ 

A,. Well, we tell them what we're doing. You'd 

P 

have to ask sales exactly what they put in writing 
and what they don't put in writing. I don’t know. 

Q. Okay. Did Mr. Keith, for example, or his 
group, gather information from stock analysts as to 
their projections of what competitors might be doing? 
A. You'd have to ask him if he looks at the 
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1 analyst report. I don’t know if he really factors 

2 that in or not. 

3 Q. Okay. Did Mr. Keith or anyone else ever 

4 tell you that they heard rumors within an industry 

5 that a particular competitor was about to raise 

6 prices by a certain amount? 

7 A. I wouldn't say -- I don't know if Scott 

8 ever has. There are rumors out there sometimes. I 

9 mean, -you hear rumors. 

10 =(. . Did competitor price increases generally 

11 take you by surprise or did you usually have prior 

J. 

12 information that they were coming? 


ft 

13 

.: 

’No, we don't have prior information they're 

p 

14 

# 

Nimii#'. 

! j 

I mean, there's rumors out there, but we 


15 

don' t kj 

s 

a price increase is happening until it 


16 

happens 





.v | 


17 

b. 

In analyzing pricing decisions, you said 

$ 

18 

that ; a.r: 

■ ‘Tier consideration were price tiers and gaps; 


19 

is th^: 

correct? 

_J 






20 

A. 

Yes. 


21 

Q. 

And maybe you can explain what you mean by 


22 

that. 



23 

A. 

Sure. 


24 

Q. 

Okay. What do you mean by "price tiers"? 


25 

A. 

Okay. Well, there are brands that are kind 
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of in the full-priced tier, there are brands in the 

branded savings tier, which is lower priced than full 
price, and then there are brands in the deep discount 
tier, which are lower priced than branded savings. 

Q. And how did the fact that there are 
different tiers, how did that enter into your pricing 


• 17 


decisions? 

iA,. ( Oh, well, because if you get the gap 

between, let's say, full price and branded savings, 

§r 

if y dun that gap too big, then your full-price 


smoker4ure switching down to the savings brands, 
whic h.jpu don't want to happen. And the — likewise, 
s^ith ^y^gieep discount brands, if the gap between the 


ancS savings — our branded savings brand and the 


punt brands get too big, then we're going to 


deep 


lose s$li§'i|iess to that end of the business. 

'j.W.V.V.W.K, ( . 

; |So all of these brands interact with each 


# 18 othei LAn di it's kind of a value equation, you know, 

19 how n^dtetLs this brand worth versus this brand. And 


^20 in a consumer's mind it may be worth 40 cent pack a 

jli I 21 difference, but if it's 50 cent pack a difference, 

§ „422 it's not worth it anymore. So you have to constantly 

23 be concerned about the interaction between your brand 

24 and the other price tiers. 

25 Q. How did, let's say, that group, you and 
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Mr. Keith and Mr. Lapjieko, determine what the proper 
spread should be or the gap should be between the 
different product tiers? 

A. Well, we have, you know, pricing models, 
which say what kind of share each tier will keep 
given the gap that's there. It's, you know, a 
modeling system. 

Who within the company would generate these 

model'll 

Scott/ Keith, his group. 

Arid the sheet that you would have before 
you ^°u and Scott and Mr. — Keith and 

gko would meet, what information would be on 
J; regarding the different pricing tiers? 

Oh, well, what might be on it is here's 
what agP^Thirik will happen to the overall industry and 
here'aTwft$t we think the percent — the full-price 


^ have, here's the percent we think branded 


tier 

savin^^^^.er will have, here’s the percent we think 
deep discount tier will have, and here's how it 
changes over time. 

Q. Do you recall that any other information 
that was on the sheets that you reviewed in 
connection with these pricing meetings, any 
information that was on these sheets that we didn't 


lat 
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already discuss? 

A. Okay. Just the way you characterized it 

is not what I said. What you called them pricing 

meetings, and what they were is they're planning 
meetings -- 

Q. In which pricing was discussed? 

A. Which pricing is a part of. Okay? 

Okay. You're right. And I'll ask that 

agairPbecause that point's well taken. In these 

r I 

planning meetings in which pricing was discussed and 
there were sheets that were given to the participants 

in con ■ tion with their pricing discussions, was 

p 


ereb-any 5 other types of information that you recall 



inc 


the sheets other than that which we have 


been discussing? 

■M.- '* I don't think so. I mean, I... 

Wav.v.vo ^ , 

?Q. | Okay. 

. I don't remember everything we talked 

P I 

aboutb*jaut I think we've covered most of it. 

Q. We’ve talked about MSA payments, taxes, 
costs, volumes, projections as to what competitors 
might do, and the different pricing tiers. Is there 
anything else — 

A. Volume? Did you say volume? 

Q. Yes, volume. 
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A. And industry volume, did you say that? 

Q. I'm not sure I said industry volume. The 
projected volume of your company and the projected 
volume of the industry; is that right? 

A. Yes. Cost, you know, we talked about all 
the other costs, too. 

Q, Okay. Now, did the sheet, the cost sheet, 
or whatever it was called, did it have a summary 



IP on it as to how much of a price increase per 

ft Jlj 

thous hn S^cioarettes was necessary to cover the costs 

or to^fclmeve your earnings objectives? 

Is §f 

■A. il'm not sure what you asked me. Could you 


in? 


;i Yeah. You said that a sheet was passed out 

§ 

and i^'-ct^ered these various items. Did that sheet 
conta^FT.: summary number which would indicate the 

JvTOV.-.VW.VJ^ 

amoun% w oTF^price increase necessary for your company 
to cover its costs or to obtain its -- meet 

its earnir.as objectives? 

A. Well, what would be — you know, it depends 
on the meeting because of course we have meetings 
along the way where we're developing the 
assumptions. And then we may have a meeting where 
there isn't anything on the sheet because we’re 
discussing what we think it will be. But at some 
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point we have on a sheet of paper here's what our 

assumed price increases per thousand are during the 
rest of this year or during next year or whatever 
time period we're looking at. 

Q. Just to be clear, the assumed price 
increase number, was that a number that was on the 
sheet? 

On the sheet? 

Yes. 

5ft.. ^ 'Again, m some — you know, we're having 
meetings where we're building components. We might 
have a meeting where we're just talking about what 
he affiliations are for discounting and promotion. 

. it put the whole thing together, on this 

sheet|®^?ritten down what we assume price increases 
per tfe^lfland will be. 

Okay. And sometime by November — you said 
the pgoce|s would be completed in November — that 
numbe|^^^|ild be more or less finalized; is that 
right? 

A. Or some — yes, that plan would be 
finalized. 

Q. Okay. So during the period from July 
through November, you would be working through 
various numbers and components, and ultimately by 
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V_.eJ 


November you would come up with a number as to the 
projected price increase; is that correct? 

A. Right. We'd be working through scenarios 
and all that. But by November we would land on, 
here's what we're putting in, here's what we think. 

Q. Now, once you would come up with that 
number, maybe you can explain the form that that 
number would take. Would it be, for example, what 
you eifpected the price increase to be for the 

r^s 

folldwjLh^ 12-month period, or would it be for some 

subsel^iiih of that 12-month period? 

. ( 

'A. , Well, it would cover the 12-month period, 


there would be — we would put in there 
jib ec fcaj L 1 y May 1st, $5.00 a thousand on full-price, 
on b Bead ed savings, here's what we think the deep 
disconifers will do. 

fQT"" So you would break out not only the amount 

k ..<1 

y 

of price increases for the coming year, but what you 



antic 


jd the dates of those price increases to be; 


is that right? 


i 21 

A. 

Yes. 

L 22 

Q. 

Okay. 

23 

years you 

would 

24 

some years 

i you i 

25 

increase? 



Q. Okay. And is it fair to say that in some 
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1 A. Yes. 

2 Q. And what factors would determine how many 

3 price increases you would project over the coming 

4 year? 

5 A. Well, again, it’s all the things I talked 

6 about. 

7 Q. Okay. I understand all those factors, and 

8 we dopjt have to go over them again. But just to go 

9 over timing of it more specifically, some years 1 
:f 10 take ; it you would say that you expected there would 


11 be oae ntf.ce increase in a certain amount; is that 


12 right: 


Yes . 


15 say, 


.Okay. And in some years you would project, 
k|WfW>r three price increases at different points 


16 in is that right? 

17 Right. 

. 

18 .. And if I can just ask specifically for 


19 those yp ar s in which you would project, say, two to 
j 20 three price increases during specific months, what 

21 factors would go into your determining that the price 
| * ^22 increases would occur in specific amounts at specific 

23 times in the year? 

24 A. All of those factors I talked about. 

25 Q. Okay. If, for example, you were projecting 
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one price increase in April and one in August, for 
example, what factors might lead you to believe 
specifically that the price increases would come in 
May and August as opposed to March and October? 

A. Well, we don't know and we’re always wrong. 

Q. Uh-huh. 


A. (Laughter) But something like, okay, the 
federal excise tax is going into place, when exactly 

is thlt going into place. Well, you're going to 

s* ' § 


exped| thrice increase in advance of it because you 

know 4.:y@^>rice has to go up for it, or when the MSA 

I 

paymen" :: ?re going up, or other costs are going up. 
i*:mea|., r^'s all those factors. And you look at 
iem,' -:.kiy r when was the last price increase taken 

«■ x 

and, || ;®e4n, all of those things would weigh into 
guess^^^bout the time frame. 

:; 'qT'“^s Okay. And which document would one have to 


look (at to see your final projection for the amount 


and taLAnC of price increases for the coming year? 
A. The operating plan. 

Q. Okay. With respect to the operating plan 
price projections, in addition to yourself and 
Mr. Lapjieko and the people that work for him and 
Mr. Keith, would Mr. Shindler also participate in 


that projection in the operating plan of prices? 
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A. Yeah. I mean, essentially he's the final 
say on everything. All we're doing is really 
presenting what we — what we think should be in 
there. We're making recommendations to him. He's 
the decision-maker. 

Q. Would Mr. McGuire participate in the 
decisions regarding the amount of projected price 
increase or increases to put in the operating plan? 

Ifl He'd be involved in discussions along the 
way, im fc. : .y. r he 1 s in far fewer of them than Ken and Scott 


and 




But, yeah, he would be engaged. But, 






again^ Srecommend; we’re not really making the 
is|jgp;r. Andy makes the decision. 

if'. Focusing on the period from '97 on, when 
you b&jdiMf Executive Vice-President of Marketing, 


duri 



at period, have you had any meetings or 


| 18 

19 

) 20 
I 21 
22 

23 

24 

25 


other" personal contacts with persons from Philip 

Morris? „ 

I s 

f. i had one contact with a person from Philip 
Morris. I v?as testifying in a trial out in 
California, and Ellen Merlo was testifying before me 
and she was in the same witness room as me. And I'd 
never met her and we introduced ourselves. I mean, 
there was some lawyers there and stuff, too, but 
that's it. 
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Q. Was that the only contact since '97 that 
you've had with anyone who you knew or understood to 
be from Philip Morris? 

A. Yes. 

Q. Since ’97 have you had contacts with any 
persons who you knew or believed to be employees of 
Brown & Williamson? 

.I don't think so, no. 

^5. Since '97 have you had meetings or contacts 
with bj^fcJaerson who you knew or believed to be an 


emplqyc^. of Lorillard? 

,.s 

!A. ,1 don't remember the exact year, but I 


| American Jewish fund raiser/dinner, and 
wsky was there and I said Hi to him at the 
our. 

'< And what is Mr. Orlowsky's position? 

§ 

I believe he's head of the company. 

4 



Head of Lorillard? 

Uh-huh. 

Q. Is that the only contact that you recall 


having since '97 with someone from Lorillard? 

A. Yeah. 

Q, Okay. Since ’97 have you had any contacts 
with anyone from Liggett and Meyers? 

A. No, don't believe so. 
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Q- Since '97 has Mr. Lapjieko ever told you 
that he had any contacts with any employees of other 
cigarette manufacturers? 

A. I’m not sure if he has or not. 

Q. Do you have any understanding as to 
whether, in the course of his duties, Mr. Lapjieko 
has occasion to meet or speak with representatives of 
other^cigarette manufacturers? 

t. I don't think generally as part of his job 
he di.i, oht I — I don't know. There could be some 
special fjbojects that he's been working on that he 
may HaveI just don’t know. 

^4 | Okay. You're not sure one way or the 
other / 

si 1 1 m not. 


Did Mr. Keith ever tell you about contacts 
he h^d~tfith employees of other cigarette 

: .-S 

manu fapture r s ? 

jNi ^ No * 

Q. Did he ever say to you that he obtained 
information from an employee of another cigarette 
manufacturer? 

A. No. 

Q. Do you know whether in the course of 
Mr. Keith's duties he has occasion from time to time 
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to meet or speak with representatives of other 

cigarette manufacturers? 

A. Not that I'm aware of. 

Q. Did Mr. Shindier ever tell you about any 
contacts that he may have had with manufacturers -- 
representatives of other cigarette manufacturers? 

A. I think, once he told me he had dinner 
wither- in New York with some of the other heads of 
the Jompanies. I was thinking he told me that once. 

Did he tell you what other companies were 
at this dinner? 

No. I really can't remember the specifics 


r" 


repr 


LA. 



Was it your impression that it was at a 
rest^S^t? 

I don't really know. I don't remember 
detaiTs"'1|bout it. I think they were having some 
soci |y^cy| t-together or something. I don't know. I 
real ^MjJsfi^ n't remember. 

Q. Was it your impression that this happened 
on one occasion or more than one occasion? 

A. Just once. 

Q. Did Mr. Schindler ever tell about any 
meetings he had with other manufacturers at Tobacco 
Institute meetings? 
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A. I was aware he went to those meetings, but 

he never told me about them. 

Q. Do you attend meetings of the company's 

Executive Committee? 

A. Yes. 

Q. And that was usually a weekly meeting; is 
that right? 


K. 


Yes. 


And during those meetings, did Mr. Shindler 
ever about meetings or conversations he had with 

employees or officers of other cigarette companies? 

•>.. "No. 

i 

Do you recall -- 
|U, 1 1 don’t recall any. 

Do you recall any person at the Executive 
meetings talking about meetings or contacts 


Commi 




or discussions they had with employees of other 


i manufacturers? 


Well, I think that Chuck Blixt, our general 

>'*•—. ^ 

counsel, when he’s talking about cases of which we 
are in together, has sometimes referred to speaking 
to counsel for other companies. 

Q. Uh-huh. Do you recall Mr. Blixt ever 
participating or sitting in on meetings in which 
price increases were discussed? 
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9 

settle; 

10 

Mr. B : i 

11 

A 

12 



A. No, I can't ever really remember. 

Q. In terms of evaluating the amount of MSA 

payments or payments under other settlements, do you 

ever recall asking Mr. Blixt for input as to the 
amount of the projected amount of price — let me 
withdraw that question. 

In connection with evaluating the amount of 
payments under the MSA agreement or any other 

settlement: agreement, do you recall conferring with 

: " 

Mr. Buflkt 5 tc> ascertain the amount of such payments? 
is. No. That’s a finance question. 
k». Do you recall if Mr. Lapjieko ever said 
fha - : h-c had conferred with Mr. Blixt to determine 
tile aniount of payments under the MSA agreement cr any 
otheriw&e&llement agreement? 

A. No, I don't remember him saying it. I 

y.. * 

mean, b’h'gr could have . 

Q. ,Do you recall whether at the Executive 

Conutii 'fc-t ka.meetinas Mr. Blixt discussed anything other 
than the progress of particular lawsuits or 
litigations? 

A. Does he ever discuss anything else; is that 
what you're saying? 

Q, Yes. 

A. Well, like we've had succession plan 
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meetings and he talks about people advancing. I 

mean, we'll be having a business discussion like, you 
know, a new line extension we're bringing out or 

something and he might make a comment on it. He 
might say what he did that weekend. I mean... 
(Laughter) 

Q. Well, let me ask you this, and I don't want 
to g^t into any legal advice, but with respect to a 


genei< 



„Fs 


commit," ; for example, he might make regarding line 

r" 

exte^s^rf, would that be a -- as you understood it, a 
unique illegal comment or would that be sort of his 
siness observation? 

I Well, there's both. He might make just a 

R«| 

ne^S^ observation, oh, I think that ad looks really 
good;L really like that path, but then we might 
have ^gpp'ecific legal issue that we are asking him 

aboubv-™-^, 

Did you ever hear of a group within The 
Toba ggi.,; nstitute referred to as the Committee of 
Counsel? 

A. I’ve heard that. 

Q. Do you know if Mr. Blixt participates in 
that group? 

A. No. 

Q. Did Mr. Blixt ever disclose at any 
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Executive Committee meetings anything which 
transpired at any of these Committee of Counsel 
meetings? 

A. I've never heard anything, no. 

Q. Did you belong to any committees or groups 
which involved persons from other cigarette 
manufacturers? 

>A. Me personally? 

Yes. 

ir F 
gr'; | no . 

JF I Did anyone, to your knowledge, in the 
marketing; department, participate in any groups or 
,trade....„alssociations which put them in contact with 
rsqlfl| from other manufacturers? 

I don't know for sure, but the only thing I 
can is Dave lauco, who works for me. We -- 

• i 

our dotnpB|iy belongs to the ANA, which is the 
Assoc|80fpn of National Advertisers. I don’t know if 
othe r^.cbn yanies belong or if he's met people from 
other companies. 

Q. Uh-huh. 

A. I guess it's possible. 

Q. Are you aware of any trade associations or 
industry groups within the tobacco industry that 
other employees of your company, RJR, participate in? 
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A. Well, I mean, there are like wholesaler 

conventions and retailer conventions. Is that what 
you mean? 


Q. Well, that would be part of it, yes. 

A. I mean, because obviously we go to the 
retailer — like the NACS convention and the 
wholesaler conventions. 

Okay. What about groups that are composed 
prim^i^y or entirely of cigarette manufacturers? 

I don't know what you're talking about. 

MR. ASHER: Do you want to take a break at 


r 

} ' 'W ■ 


this -.point? 




MR. FOUNTAIN: Sure. 

VIDEO TECHNICIAN: We're off the record at 


12 : ] 


(Off the record.) 

, — I 

(Mr. Marsch entered the deposition.) 

VIDEO TECHNICIAN: This begins Tape 2 of 

p 1 

the dedhs ition of Lynn Beasley. We're on the record 
at 1:21. 


BY MR. ASHER: 

Q. Good afternoon, Ms. Beasley. This morning, 
before the lunch break, we were talking about 
meetings that you had with other people at the 
company to make a projection of price increases for 
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the forthcoming year. I’d like to ask you now about 

the implementation of these price increases. 

Beginning with the time when you assumed 

your current position in 1997 as Executive 
Vice-President of Marketing, did you have meetings 
from time to time with other employees of your 


company in which you actually made decisions to 
implement price increases? 

'a. Yes. 


> Okay. When were these meetings held? 
Usually it would be Ken and Andy and I and 
sometimes; Jim McGuire and it's -- Philip Morris 


ill 


mnoi 


a price increase and we get together and we 


lk labont whether we're going to take one or not. 

•ssss: is 

; ; Where would you get together? 

One of our offices or a conference room. 
Okay. How long would the meetings last? 

i. ... r 

A. Depends on the, you know, which -- what 
we ' rd talking about. 


Q. What factors would you take into account in 
deciding whether to follow the price increase or not? 
A. A lot of factors. 

Q. And what were they? 

A. Well, for one thing, you know, is this from 
a business standpoint, does this fit in with what we 
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projected that in the range of what we projected we 
need in terras of meeting our objectives for the 
business, you know, the covering costs and meeting 
the earnings objective and where we stand, and other 
considerations like where we stood on -- in the year 
and things like that, you know, the business need, 
our business need. 

bv Would the decision be made at the meeting 

itself' or would Mr. Shindler go off and consider it 

ft 

y for a while? 

.1 think generally — I mean, there may -- I 
I don't remember a time when he went off 
Generally he decides right then. 

Okay. Would the meetings usually be 
d by information that Philip Morris had 


don' tt 


f) 



16 

annoi^vfc'd : 

a price increase? 

r > 


*■ 



17 

A. \ 

Yes. 


18 

tr\ 

.. : 

Okay. Did you ever decide to implement a 


19 price^tedrease higher than the amount of the price 

20 increase that Philip Morris had announced for premium 

c-c> 

sf"1 21 brands? 

: 

^^22 A. No. 

23 Q. Did you ever decide to implement a price 

24 increase for an amount that was lower than the amount 

25 that Philip Morris had announced for premium brands? 
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1 Q. Do you know where the outside supplier buys 

2 tobacco from? 

3 A. No. 

4 Q. Do you know if different types of tobacco 

5 are used in different cigarettes? 

6 A. Yes. 

7 Q. Okay. Do you know if the amount of the -- 

8 of different, types of tobacco that the company pays 

9 is different? That is, do you know if the price that 

10 the c§®|&j&^y pays for the different types of tobacco 

11 varies'? 

12 A. 'Yes. 

13 Do you know if the price that the company 

14 *jstf#y s iifferent types of tobacco is related to the 

pric sssph your company charges for particular 
cic 

MR. FOUNTAIN: Objection to form. 


BY M 


^Let me ask that again. Do you know, for 
example, if the company pays more for the tobacco 
that it uses in premium brands than for the tobacco 
that it uses in discount or off-priced brands? 

A. Yes. There's less expensive tobacco in the 
like Doral brand than in a Camel or a Winston, for 
example. 
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Q. Okay. Do you know what person at your 

company is most directly involved in tobacco 

purchasing? 

A. I think Rob Kornegay. 

Q. And do you know what his position is with 
the company? 

A. I don't know his exact title, but it would 
be sgre — you know, something like Vice-President of 
the 1-eaf department, something like that. 

?. Do you know if the company that RJR, R.J. 
Reyngt, buys tobacco from sells exclusively to R.J. 
Reynpi : jr whether it also sells to R.J. Reynolds' 
mpeti c.vrs? 

I don't know. 

Now, your company also uses paper in the 

manuf 


?hre of cigarettes; is that correct? 

kAT \ Yes. 

$ 

And do you know how your company obtains 
the which it uses in the manufacture of 

cigarettes? 

A. I believe the purchasing department 
contracts to buy it. 

Q. Do you know from what company or companies 
it purchases cigarette paper? 

A. No. 
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Q. Do you know whether R.J. Reynolds owns all 

or parts of any companies which manufacture cigarette 
paper? 

A. We have a packaging division in RJR. 

Q. Do you know if the packaging division 
manufactures cigarette paper? 

A. No. 


9 

5 

f- 10 


1 15 


j 16 


I 19 


) 20 


*Q_. Do you know what work is done by the 
packaging' division? 

. Well, I know that they produce some of our 
packaoirir, like the wrappers that go around the pack. 
■ Q. ^ Okay. Do you know if different types of 

' i 

paper are used for different brands of 


Yes. 

Do you know what the difference is between 



•n. 


the different papers used in different types of 


j 18 cigarettes? 


i&A Just generally. 

Q. And what is your general understanding? 
A. Well, there's like paper made from flax, 


J^22 and there's paper made from pulp, and there's paper 

23 that has different porosity levels. 

24 Q. Do these different papers have different 

25 costs to the company? 
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1 A. Probably. 

2 Q. Do you know if the costs of paper used in 

3 premium cigarettes is higher than the cost of papers 

4 used in. discount cigarettes? 

5 A. I'm not sure across all premium cigarettes, 

6 but I believe that our paper on Camel is more 

7 expensive than our paper on Doral. 

8 ^ .Does your company use filters in the 

9 manulUcture of some cigarettes? 

Do you know how your company obtains the 
filters that it uses in the manufacture of 
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Again, I believe it's the purchasing 
depaiHnyn^ who contracts to buy that. 

Do you know if they buy it from outside 

f?.W.VKs\W.V^, 

compiifi'£$| or whether they're manufactured in-house? 

f 

t I think it's outside, but I'm not sure. 

i 

4 Do you know who at your company would be 
most knowledgeable about its acquisition of filters 
for use in the manufacture of cigarettes? 

A. Well, I suspect it would be 
Jackie Renegar, who is our head of purchasing. 

Q. Renegar? 

A. Uh-huh. 
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Q. Do you know how long Jackie Renegar has 

been head of purchasing? 

A. Several years. I mean, I don't know 
exactly. 

Q. In terms of the wrappers and other 
materials used in packaging, do you know how the 
company obtains that material? 

Well, we buy some of it from our internal 
packaging division and we buy some of it on the 


outsid 


packauJ 




Is there a particular name of your internal 
j : division? 

I think it’s RJR Packaging. 

Do you know if RJR Packaging either 
ss cigarettes for companies other than RJR -- 


well,*ssiifjPSr me ask you that question. Do you know if 
RJR P'ackBging packages cigarettes for companies other 

is. ... ... * 

than ytO?. ? 

.1 I don't think so, but I'm not sure. 

Q. Do you know if RJR Packaging manufactures 
any of the products which it used — uses in the 
packaging of cigarettes? 

A. I don't know what you're asking. Like — 

Q. Does it manufacture wrappers that are used 

or the cellophane that's used? 
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Yeah. 


94 


\ 5 
V 6 


A. Yeah. Our irvternal packaging division 
creates packaging that we use on our cigarettes. Is 
that what you're asking? 

Q. Yes. 

A. Yeah. 

Q. How many packaging plants does RJR have, if 
you know? 

A-, s I don't know. 

Q. Do you know if there's more than one? 

A. I'm not sure. 

u. Okay. Do you know how many manufacturing 
plant|y ini general the company has for the manufacture 
cigsref.tes? 

^ IL-■ ^ For cigarettes, we have Tobaccoville, 


p 

1 -.f 

15 

Whitafs^^Sfark, and Shore Fair. 

A 

16 

Q-. -Are they all located in North Carolina? 

XVWft' J 

Sr * 

17 

r: 

Yes. 

m 





18 

D. 

Are they all in the Winston-Salem area? 

' ' 

19 

i*.v 

Well, Tobaccoville is in Tobaccoville, 


20 

which is 

north of Winston-Salem, but it's kind of, 

£ 

21 

you know 

, in the general area. 

^ , 



Okay. And is Whitaker in the Winston-Salem 


#2 

Q. 


23 

area? 



24 

A. 

Uh-huh. 


25 

Q. 

And I forget the — 
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23 

24 

25 


A. Shore Fair, yes. 

Q. Shore Fair is also in the Winston-Salem 

area? 

A. Yes . 

Q. Are different brands of cigarettes 
manufactured in these different locations? 

A. Yes. 


Okay. And do you know how that breaks 
down,iFf.uat is, which brands are manufactured in which 


ns-? 


No. 


smarm 1 


S Do you know if any cigarettes are 
ed in more than one location? 

^A. .They may be, I don't know. 

• P "If 

... Do you know if the company from time to 
time jpfc ruches the location in which cigarettes are 
manu#ac£ured? For example, would they move the 

x... ? 

manufsecure of Camel from Tobaccoville to Whitaker, 
or sc|g|p_|||Lng of that nature? 

A. I’m not really sure. 

Q. Who are the people within the marketing 
department chat are involved with sports marketing? 
A. What do you mean "involved with"? 

Q. Well, that supervise the programs for 
marketing the company through sports events and 
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things of that nature? 

A. Well, I'm not sure what you’re asking. 

Like people who just oversee it or...? 

Q. Yes, yes. 

A. I would say that the person in charge of 
overseeing it is Rick Sanders. 

Q. Do you recall what his title is? 
j&. He's — he reports to me. He’s Senior 
Vice-President, I believe, of Marketing Operations, I 

r.. 

think? iu .his title. 

£• ■ Are there any conferences that you attend 
durincr tii^ course of the year related to the tobacco 

Aij 

I have attended like the NACS convention, 
jh What does that stand for? 


-A. \I think it's the National Association of 
Conve^Tefrpe Stores. 


induj 

§3 


IQ. < NACS? 

::V” 


Oh-huh. Yes. 

Q. And any others? 

A. I can’t remember any others. 

Q. Have you ever heard of something called a 
Maxwell conference? 

A. I've heard of that. 

Q. Do you know what it is? 
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A. Not really. 


Do you know if it’s a cigarette industry 


conference? 


A. I don't. 


\ 5 


Q. I take it you've never attended one? 

A. I don't — no, I don't — no, I'm not 

really sure what it is. 

IQ*. Okay. Does RJR have something called a 
Partr#la urogram? 


In T 3 


Yes . 


"j 18 
i i9 


Do you know when the Partners program 


began? 


s- j- 1 No, I couldn't tell you. 


p.. _ 


Can you explain how the Partners program 


oper 


* Are you talking about our wholesale 


Partrier’s'program; is that what you're talking about? 

1 

■d- Yes. 

A- : ’No, I can't really- give you any of the 


s 20 details on that. I mean, it’s generally a program to 

1 21 keep us competitive at the wholesale level. And 

22 there are components of it, of performance for 

23 wholesalers, things they provide us and service 

24 levels and things that are required of them and then 

25 they earn money as a result of performing those 
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1 services. That's generally the purpose of it. I 

2 could not tell you the details of it. 


98 


F" \ 


Q. Does it entail certain obligations on the 

part of your wholesalers who participate in it? 

A. Again, as I said, generally there are 
requirements for wholesalers and then, yes, for what 
they need to perform for us. 

iQ. Okay. And just generally do you have an 
undeitit'an^ling as to what it is that wholesalers who 

F t 


10 parti!. 


:e in the program are required to do? 



11 Generally there's things like work our 

12 promd^io^, the promotions that we ship them and send 

"13 .^Jjfiem retailers. I think our share performance 


it, providing shipment data. There's 
^>ther things. I just don't know the details 


Do you know who they provide shipment data 


To us. 


15 probe 

16 of it 


18 to? 


20 Q. To you? Okay. 

21 A. I think, yes. 

^22 Q. And, if you know, how is the Partners 

23 program intended to keep RJR competitive? 

24 A. Well — 

25 MR. FOUNTAIN: Objection to form. 
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1 THE WITNESS: This is to keep us 

2 competitive at the wholesale level. 

3 MR. ASHER: Okay. 

4 THE WITNESS: And it's so that we get the 

\ 5 service level we need so we get our programs worked 

6 by our wholesalers so that they're interested in 

7 helping us meet our business objectives. 

8 BY MBk ASHER: 

9 -0. Okay. Why is it that you — or your 

10 company Requires wholesalers who are in the Partners 
\ 11 program to provide shipment data? 

12 .j So that we can track our performance in 

13 rha~ wholesaler, so we know how they're performing 


15 : Are you aware of any wholesalers that do 

% 

16 not participate in the Partners program? 

17 ncr j I can't name one specifically, but I know 

18 there are some who don't. 

« 19 m Okay. Which is the one that you 

t ! 

( ] 20 specifically know? 


i 21 


A. I said I can't. 

Q. Oh, you can't. I see. 

A. I can't name one specifically, but I feel 
fairly sure that there are some that don't. 

Q. Okay. Do you have any idea as to why the 
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1 mri 


ones who don't participate in the Partners program do 
not participate in the program? 

MR. FOUNTAIN: Objection to form, personal 

knowledge. 

THE WITNESS: I don’t know. 

BY MR. ASHER: 

Q. Did you ever participate in any meetings or 
discussions regarding the either failure or refusal 


of anfy RJR customers to participate in the Partners 

Sf"' tS: 


prog 


iQ * 

r . 
i 


15 

16 

17 

18 
I 19 

I 20 
21 
|22 

23 

24 

25 




No, can't say as I recall any. 

Were you ever told why certain customers 
jer failed or refused to participate in the 
program? 

; No, I don't really recall any specifics. 
Are there benefits to customers who 


participate in the Partners program that are 


conferred by RJR? 

Yes. 

And what are those benefits? 

Well, there's a payment. 

Okay. Cash payment? 

I don't know the specifics of how they pay 


Q. 

A. 

Q. 

A. 

them, but... 

Q. Okay. The cash — 
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A. They earn dollars. (Laughter) 

Q. Okay. And are you aware of any other 
benefits of participating in the Partners program? 
A. To the wholesaler you mean? 

Q. Yes, benefits conferred by RJR to the 
wholesaler. 

A. I don't know. There may be others. I.. 

'1. Okay. Now, you also have a Partners 


program with retailers? 

f"; 

We have retail contracts. 
Okay. 
j Yes. 


if; 




And these are contracts between RJR and 




15 

16 

17 

18 

19 

20 
21 

^22 

23 

24 

25 


*d retailers? 

.* 

. Yes. 

0.. Are all retailers that sell RJR products 
required sto sign the contract with the company? 

.* What do you mean, just because they have 

our jgroc&jcts in their store do they have a contract? 

Q. Yes. 

A. No, that's not necessarily true. 

Q. Okay. I'm sorry — 

A. I mean, a retailer can buy product from a 
wholesaler. They don't necessarily have to have a 
contract with us. 
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Q. I'm sorry. I thought you just said a 
second ago, and maybe I misheard, that you have a 
program, either contract problem — excuse me, that 
you have contracts with certain retailers; is that 
correct? 

A. Yes. 

Q. Okay. And when you say that "you," meaning 
RJR, lh,as contracts with retailers, what contracts are 


K-v. 


you 


r" 


10 


1 11 

of 

12 

si< 

^13 
^ ■ LJ 


^ 14 

# 

psdiP 


dei 


to? 

Merchandising kind of contracts, what kind 
— for distribution and display and 
ill the store. 

Under these contracts, to the extent you 
nd them, does it require the retailers to do 



23 

24 

25 


certain things? 

■A. ! Yes. 

«• • • 

^ Okay. And what, in general, does it 
requ^^^he retailers to do? 

AJsW Generally it's about the distribution, the 
communication of our brands, the display of our 
brands in the store, the promotion of our brand. 

Q. And, in general, does the contract require 
that retailers take certain steps to promote RJR 
brands? 

A. I don't know what you mean by "certain 
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steps" . 

Q. Well, does it require them to promote RJR 

brands? 

A. If they agree, it might require them to 
take the promotions that we provide. 

Q. Okay. And under the contracts, what does 
RJR do for the retailers who sign these contracts? 

;A. .Well, they get promotions that other stores 
might not'get, they get payment. 

|2. Do you have any understanding as to what 
percentage of retailers that sell RJR products are 
signatories to these contracts? 

Of all retailers that sell — what percent 


etailers do we have on contract? 

.1 Yes. 

t x don’t know the number of all retailers. 


14® pisrf ai'i ~ 


A 


; qT > Well, do you know if most retailers are 

signatories to these contracts? 

W 1 ] 

* § ; 

1 Well, there’s so many small retailers, 
little retailers, that have — I just don’t even know 
exact count. There’s a lot. I’m sure, that aren't 
because there's so many small retailers around the 
country. 

Q. What are these contracts with retailers 
called within the company? 
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24 


25 


A. Generally merchandising contracts we call 

them. 

Q. Have you ever heard of an entity known as 

Management Science Associates? 

A. MSA? 

Q. MSA, yes. 

A. Yes. 

0. Does your company have any business 

dealillcjs with MSA? 

ft ~ 

jliiif Yes * 

And what is the nature of those business 

dealings^ 

StS Well, they're the ones who — we provide 
'piat ^shipments are and other companies provide 
what hfete§4|r' shipments are, and they provide back the 




data 
customers,. 


■Shipments from manufacturers to direct 


i. < Is the information which you receive — 
your yg4|P& an y receives from MSA broken down by 
particular manufacturer? 

A. Yes. 

Q. So your company gets information as to the 
sales, the volume of sales, of other manufacturers; 
is that right? 

A. That's right. 
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Q. Okay. Does it get information as to the 

price at which products are sold by your competitors? 

A. From MSA you mean? 

Q. Yes. 

A. No. 

Q. It gets information as to volume, but not 
as to price; is that right? 

Right. 

sQ. What other information, other than volume 

!. ''SS 

information, is provided by MSA? 

At I don’t know of any. 

: Q. The volume information, is it broken down 


Yes. 

Okay. So with respect to Philip Morris, 
for exsSfple, you would receive separate volume 
information regarding each of Philip Morris’ brands; 
is that right? 

I don't know exactly what level of detail 
it goes down to, but we get by brand. 

Q. Okay. Do you get information by brand and 
geographic location? 

A. I suspect so. I don't know for sure. 

Q. Do you — 

A. Yeah. I would think so. 
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Q- Do you receive or have access to the MSA 
reports? 

A. Yes. 

Q. Okay. How frequently do they come? 

A. Well, we review what we shipped every week 
once a week. 

Q. When you say you review what you ship, what 
do ydtKmean by that? 

? A. Just what our shipments were for the week. 

ft. ... I 

And t$&3M r f:here 1 s a lag time in terms of what we find 

out other companies ship, and that will be put 

§ 

into sth^ Report once a week when we look at it, when 
ir information. 

Okay. You get a report from MSA once a 
week^gi^that right? 


vJfrA.t.wA-w; 


Well, it's not really a report from MSA, 


f 18 

i 

J 19 
20 
21 
[22 

23 

24 

25 


Our internal people get the MSA data and put a report 

jl ■ 

together ffor us. 

| I see. And the MSA data which your company 
receives includes information regarding sales by your 
competitors; is that right? 

A. Yes, but there's a lag time in terms of 
getting that. But as we get it, they put it in and 
summarize it. 

Q. Do you know how long the lag time is? 


SPHERION DEPOSITION SERVICES 
( 212 ) 490-3430 


http://legacyJbiary.ucsf.edBi^^rlM|a^iy/|S«Elilw.industrydocuments.ucsf.edu/docs/mhjl0001 


52614 6861 




107 


T~ \ 

i I 

V -■# 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

*13 

1 14 

€ 

15 
| 16 
I 17 
18 
I 19 
I 20 
21 
22 

23 

24 

25 




A. I don't remember exactly. 

Q. Is it a couple weeks? 

A. Yeah, something like that. 

Q. But you get your own data more quickly; is 
that right? 

A. Yes. 

Q. In terms of your own data, do you get that 
from ^our company's internal department or do you get 
it back from MSA? 

i, Well, I suspect both, but we know what we 
ship. .Laughter) 

:You know you ship immediately — 

•Yes. (Laughter) 

--- and then you get it back from MSA the 

I 

same you get back that information regarding -- 

A. Competitors. 

: ,vwvw * j 

Okay. And the MSA materials that you see 
are ijn"l)|e form of reports generated by department 
with iaaJyo& r company; is that right? 

A. Yeah, it’s not an MSA report; it's a volume 
report from an internal group in our company. 

Q. And which group in your company prepares 
these reports based on the MSA data? 

A. Scott Keith's group. 

Q. Is the data which your company receives 
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1 from MSA relatecl enri.r©ly to sales k>y wholesalers of 

2 cigarettes? Let me withdraw that and ask another 

3 question. 

4 The volume information which your company 


\ 



5 

6 


receives from MSA, is that the volume of sales by 
wholesalers to retailers? 


7 

8 
9 

10 

11 
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13 


A. 


No, it's what the man -- MSA is what the 


manufacturers ship to their customers. 

: 




Okay. 


what 



What they sold to their customers. That's 

Is. 

Okay. Does your company receive 
n regarding sales by whole — by cigarette 
alters? 


15 

16 

S # 17 
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uAL If we have a contract with a wholesaler, 
wher<f they've agreed to provide us their shipment 
data, th«n, yes, we receive that shipment data from 
thenw 

iHPi..., Okay. 

A. And that would be what wholesalers ship to 
their retail accounts. 

Q. Okay. 

A. As opposed to what manufactures ship to 
wholesalers, then there's what wholesalers ship to 
retailers. 
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1 

Q. 

Okay. The information that you have from 


2 

wholesalers, does that come to your company directly 


3 

from the 

wholesalers, or does it come through MSA or 


4 

some other entity? 

r % 

5 

A. 

I don’t believe it comes from MSA, but I 

v r 

6 

couldn’t 

tell you the exact inner-workings. I don’t 


7 

know. 



8 

: -0. 

Okay. And this information regarding 

: 

9 

wholesaler sales, is that volume information? 


10 

|§r 

Yes. j 


11 

■ 

Is it also price information? 

K'o.. 

12 

■A . 

No. 


13 

[ Q. 

Does it give you the amount of sales by 

P.. §&' 


^BE.. 

P “f C: ■ f 

i 

our wholesalers during a certain period of 


15 

time? 


; 1 

16 

A, 

If a wholesaler has agreed to give us their 


17 

data t" it 

includes that wholesaler. 


18 

iC . 

; Okay. And all participants in the Partners 

C- . 

19 

progra^ 

nave agreed to give you their data; is that 

s 

t 

f 

20 

right? 

I 

[ 


21 

A. 

I believe that’s right. j 

:SS . 

*4 

22 

Q. 

i 

Okay. So this information would include 

i 


23 

information from all of your customers except for 


24 

those who are not in the Partners program; is that 


25 

right? 

! 
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A. 


I think that's right. 


Q. Okay. And does the information which you 

receive under the Partners program regarding your 

wholesaler sales, does that have any price 
information at all? 

A. No. 

Q. Just volume? 
j&. It’s volume. 

0. 'And broken down by brand? 

A* : Yes, broken down by brand. 

Ol ! Okay. Do you receive from any source 
information regarding sales by wholesalers of 
odijK^. Other than RJR products? 

A. Yes. The wholesalers report not only what 
they J3wiu to retail of our shipments, but competitors 
as well. 


Do you know if your wholesalers are 


o transmit information regarding their 
SA? You have your wholesalers that report 


I don't know. I don't have any idea. 

Do you know if your company, RJR, reports 
to MSA information which it receives from its 
wholesalers regarding their sale of products to 
retailers? 
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HI 

A. Not that I know of. 

Q. Does your company provide information to 
any other companies, that is, other than MSA, 
regarding its sales of cigarettes? 

A. Well, we report -- you know, like we will 
report in our quarterly earnings report how much 
volume we ship. I mean, that's public. 

?Q c . Right. But when you say, "report," that's 

within --that's a company disclosure; is that right? 

r~ ”1 

iA. | No, no. We put out a press release on a 
■/basis of our earnings and shipments and 


quart 
share. 


|§. Okay. 

jfL* ■ I mean, that's public -- put out to the 
pub 1 j|c. ! 

■2 . . j Have you heard of a company known as 

A.C. fel^en? 

YeS ’ 

Do you — does your company receive any 
sales information from A.C. Nielsen? 

A. No. 

Q. Does your company provide any information 
to A.C. Nielsen? 

A. No, not that I’m aware of. 

Q. Have you heard of a company known as 1RI? 
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A. Yes. 

Q. And does your company have a business 
relationship with IRI? 

A. Yes. They're one of the suppliers for our 
MARLIN system. 

Q. And what is your MARLIN system? 

A. It's a sample of retail stores that give us 
an estimate of the -- what consumers are buying from 
retainers, smokers are buying from retailers, so 


what'kfesyfiBur share of market from retail to smokers. 
Jifi* Okay. Does — can you spell MARLIN? 

A. . j M-A-R-L-I-N. 

ll And does that stand for something? 
si think it does, but I couldn’t tell you 

iSSSSSKSi 

what i&teiib. (Laughter) 

;; Okay. Now, what is the relationship 
between MARLIN and IRI? 





IRI is a supplier that's involved in 
creat^^^that sample of retail stores to give us a 
projection on what our share of market is among 
consumers on a monthly basis, 

Q. This is based on information supplied by 
retailers? 

A. Yes, 

Q. Okay. And the retailers, as far as you 
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W... 


1 understand, to whom do they provide this information? 

2 A. To these outside suppliers that we contract 

3 with. 

4 Q. And that would be IRI, which operates the 

5 MARLIN system? 

6 A. IRI is a part of it. There are — there's 

7 another supplier as well. 


8 


Capstone? 

S ‘ 9 

k~ 

'Yes. 

% 



/ID 


Okay. Are 

11 

information to you? 



I think so 


? * 

1 So IRI and 

0#*^ 13 


pllmJ 

j^joeta :!•••)? 

s regarding 


V.*3^ 


15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


your fetsajsany? 


* I don’t know the exact inner-workings of 




the transmission. But, yes, we hire them to get this 
infor mati on and then we get it back in terms of what 
our sterns'of market is. 

Q. And your company pays IRI for the 
information which it supplies? 

A. Yes. 

Q. And it pays Capstone for the information 
which it supplies? 

A. Right. 
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Q. And as far as you know, IRI and Capstone 

are separate companies? 

A. I think so. 


Q. Do you know, is there any differences 
between the type of information supplied by IRI and 
the type of information supplied by Capstone? 

A. As I recall, and I'm not the expert on 
this, but, as I recall, IRI is more about scanning 
data mud maybe Capstone does more of the actual 
audios, >#iere they have to go into the store and 
physical.: y look at the inventory that went in and out 
and wn the store sold. 


Do you know if they both -- does IRI and 
uo^both supply information on a nationwide 


basi^g*5r Whether they have special geographic areas 


that supply for? 

7L ^1 think they're both involved in building 
the na r iopal sample. It's a sample again, so it's 

I 

not e>|gry|rfhere, it's a sample. 

Q. Did you know if IRI and Capstone are 
separate companies or whether there's some 
relationship between them? 

A. You already asked me that, and I think 
they're separate, but, you know, I'm not certain. 

Q. Does your — do the contracts that your 
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company has with certain retailers, which you 
described earlier, do those contracts require the 
retailers to provide information to IRI and Capstone? 
A. No. 

Q. Do you know if IRI or Capstone compensate 
the retailers for the information which is provided 
to them? 


I don't know what the arrangement is. 
Do you receive the IRI and Capstone 


information? 


I receive the MARLIN report, which puts 
toge£her~lthis sample which shows our share of 
d it's a report, again, internally 

negated. 

Is MARLIN an RJR term or is that a general 


We 


indu^piy term, if you know? 


TT. ^ Well, I believe we created that term. 


crea^ed^his system. 

Okay. So it's a system which RJR created 
which consists, at least in part, of the IRI and 
Capstone information; is that right? 

A. Right. 

Q. Okay. And does the MARLIN report contain 
any information other than the IRI and Capstone 
information regarding the volume of sales? 
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1 

2 

3 

4 

F" \ 5 

1 I 

6 

,.. J 7 

8 

9 

10 

11 

12 

"*13 
| -A 

P ? & 14 

15 

i 16 

e..j i7 

P 1R 

ss# 18 

19 

; ‘*20 
w ,> 21 
$" I .22 

23 

24 

25 


A. Well — 

Q. I’m sorry, by retailers. 

A. Again, it's an internal report. To 
generate the report internally, I'm — they get che 
Capstone and IRI -- you'd have to ask them exactly 
how they do it and how they receive it. I don't 
know. But I get the MARLIN report, which has a share 
of market and a lot of other measures as well. 

tf. And how frequently do you receive the 

r 1 | 

MARL l|| ^£©i>ort? 

A- Monthly. 

:Q. And you receive it from Scott Keith's 



fic 


A- Yes. 

| And it contains information regarding RJR 

i and competitor's brands as well? 

' . | 

AT'~ i Yes. 

: £ 

f?. And does it break down sales for the month 


by r 


A. We have — it — you can. You can break it 
down — it's built to represent state, at the kind of 
state level. So you can break it down to a group of 
states, to a region, to a — the total U.S. It has 
the ability to be broken down geographically. 

Q. And the basic information that it provides 
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is the volume of sales of different brands of 
cigarettes in different states or other regions; is 

that correct? 

A. Well, it starts with here in the total 
U.S., here's what we project — 

Q. Right. 

A. -- the share of market is for each and 


ever&Jbrand. And then there's — you look at by 

outldiTtyfie, you can look at that share of market, or 

ft, 

you qM- Ihok at it by geography. And then beyond 


market there are a lot of other measures as 


well * 


What are the other measures? 


|Ti. Oh, there are things like percent of the 
we sold that was displayed in the store, 


how was on display, how much was promoted, what 

pmwmvwm 

was eKe”" retail selling price of the brand for that 

..J 

period, the percent of volume that was on 


buy-j 


et-some-frees, the — I don't know, there's 


5 20 a bunch of measures like that, 


Q. Okay. 


MR. ASHER: Do you want to take a break for 


a few minutes? 


MR. FOUNTAIN: Sure. 

VIDEO TECHNICIAN: Off the record at 2:05. 
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s%v; 
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(Off the record.) 

(Mr. Marsch left the deposition.) 

VIDEO TECHNICIAN: We're back on the record 

at 2:28. 

BY MR. ASHER: 

Q. Ms. Beasley, does your company sell its 
products to the United States military? 

Ay Yes. 

q. Okay. And this is for sale in PX stores? 

r~ 

.? - 

h. Yes, commissaries, PX stores, 
p. * Commissaries, uh-huh. In those 
transactions, if you know, is the buyer the 
lament of Defense or some other entity? 

I don't know. 

Do you know if those sales are direct to 
or whether they go through the 




the 

wholesaler in the territory in which the installation 



is 1c 

\I~,. I don' t know. 

i*. 

Q. Do you know whether the prices at which 
your company sells products to the military is the 
same as the prices at which your company sells to 
other customers? 

A. I'm not sure. 

Q. Do you know if there are any special 
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1 


2 

3 


F" \ 



4 

5 

6 
7 


pricing programs for military sales? 

A. What do you mean, like special — 

Q. Well, are the prices which your company 
sets for sales to its other customers, do they apply 
to military sales or are there special prices for 
military sales? 

A. I'm not sure. 




8 

9 


% 




16 

17 

18 
19 



10 


11 


12 



13 

^ i 

1% 

^ ■ • • 

-t r 


iQ A .Do you know who at your company is in 

charglP of'military sales? 

r:..F: 

A. J No, I'm not sure. 

Would it be in the sales department? 

i Yes. 

I 

|Does your marketing department have any 
ograms that are geared towards the U.S. 

Well, you know, sometimes they'll — the 
salespeople will come to me and ask me about 
differ.en.t-; discounting plans in the military, like how 
much ^promotion do we want to do on each brand in the 



O 20 

military. 




Q- 

I think you said at one time that 

you had 

is that 

CM 

CM 

some responsibility for military marketing; 

23 

correct? 



24 

A. 

Yes. 


25 

Q. 

Okay. And what were your duties 

with 
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respect to military marketing at that time? 

A. I was looking at who was in the military, 
what's the profile of smokers in the military, and 
what brands of ours they purchase, and what other 
promotions we could do that would make sense to build 
our share in the military. 

Q. Were the promotions that you ran in the 
military, ^were they targeted towards the soldier 
consuftrs’or towards some other buying or selling 


entity 


Well, generally it was the soldier 


consumer.Jbut the commissaries also have shoppers who 



^pirrently military personnel. So some of the 


, like the discounting, would be geared 


as well. 


a^^ADo you know if each commissary made its own 

If&WWW.WM 

purchases $from your company or whether there was a 
centr^^ miying group of commissaries? 

A. * I don't know. 


Do you have any -- do you know if any of 


§ 21 the commissaries are privately owned or whether 

22 they're all owned or operated by the Department of 


Defense? 


I don't know. 


Q. I'd like to show you a document which was 
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previously marked as Beasley 2042, and I'll mark — 
I'll note for the record that it was previously 

marked as Exhibit 2015 at the Johnston deposition, 

and I believe also marked as an exhibit at the 
Shindler deposition. 

(Exhibit Number 2042 was marked for 
identification.) 

^ (Document handed to witness for review.) 

jr* MR. FOUNTAIN: So it's Beasley 2042? 

ITT MR. ASHER: Beasley 2042, yes. 

Jis (Witness reviews document.) 

BY MStSssHER: 

< Oil,,, • Ms. Beasley, have you ever seen this 
:urifil^t ^before ? 

'A®. I don't recall ever seeing it before. 

Q, All right. This is a document produced by 

S wwWWBWjj 
• < 

your hcfDHtpany, R.J. Reynolds, and it's entitled 
History of Manufacturer Increases, and the front page 
is entitled "Manufacturer Price Increases - Major 
Brands." Do you see that? 

A. I see that. 

Q. Okay. And then it has columns going from 
left to right, Year, Month, Increase Per Thousand, 
Increase Per Pack, and Company Initiating. Do you 
see that? 
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1 A. I see that. 

2 Q. I'd like you to look down, move towards the 

3 bottom of the page, beginning in 1997. 

Uh-huh. 

Do you see where it says 1997? 

I do. 

Okay. And in March '97, there's an 



4 

A. 

( \ 

5 

Q. 


6 

A. 

? J 

&v. 

7 

Q. 


8 

inerts 


9 

r. 

: : % 




10 

jfe 

* 

11 

this 


12 

■B t 


* 



13 

|§- 


I l 5 
^ 16 
) 17 
: 18 


I see that. 

And that was initiated by RJR, according to 

* 

is that correct? 

Right. 

ijOkay. Do you recall that RJR-led price 
reate? 

Yes. 

, And do you recall why it was that RJR 
decided'tp lead a price increase at that time? 

In..... 

LA, . ■ No, I don't. 


%SS.. ! 19 


Do you 

recall how 

RJR determined the amount 

; 20 

of the price increase which 

it would lead? 

if 

x 21 

A. 

No. 



0 .^ 

Q. 

Do you 

recall who 

participated in the 

23 

decision 

to lead 

that price 

increase? 

24 

A. 

No. 



25 

Q. 

Do you 

recall whether the other cigarette 
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1 9 


|Si ,/g. U 

s, 12 

& 5stv ->. 


I 17 


A. I can't recall exactly what happened, but, 
as I recall, we led a price increase and Philip 
Morris did not follow for, I don't know, two or three 
weeks. And then when they did follow, they raised 
the amount. That's my recollection. 

Q. Uh-huh. Do you know why Philip Morris did 
not fallow the price increase, at least initially? 

La. no. 

MS. GALVANI: Object to form. 

BY MR. AfeER: 



Was that the last price increase that RJR 

Yes. 


Do you know why it was that after that 


pricag.#tfcpease, RJR decided not to lead any more 


price increases? 


MR. FOUNTAIN: Objection to form, 


founc 


(The following portion has been deemed 
Confidential and bound under separate cover.) 
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if* \ 

16 

\ 

17 

p§§8# IB 


19 


f >^., 

20 



23 


24 


25 


BY MR. ASHER: 

Q. Okay. Now, I'd like you to turn to the 
next page, second page of the document, where it 
says, "Pricing History Of Full Price." Do you see 
that? 


A. At the top of the page you mean? 

Q. Yes. 

. Yes. 

X‘. .. Okay. And the first three columns it says, 
”RJR,|t j$|d it gives the notice date, the effective 
date, am, the new price and the amount of the 


incr« 


Augu 

Not! 


Do you see that? 

| Yes. I see that. 

Okay. So, for example, if you look at 
, ’97 on the left-hand column where it says, 
Jafte, do you see that, 8/29/97? 


WAWkWIfAl 




:a . J Okay. I'm there. 

Okay. That indicates that RJR gave notice 
with an effective date of September 2 of a 


on 

$3.50 price increase. Do you see that? 

A. Yes, I see that. 

Q. And if you look over to the next column, PM 
for Philip Morris, it indicates that Philip Morris 
gave notice on August 29th, '97 of a price increase 
effective September 2nd, '97 in the same amount of 
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$3.50; is that correct? 

A. Yes, that's what this says. 

Q. Okay. And from the previous page, we know 
that, according to the RJR document, that Philip 
Morris led that price increase; is that right? 

MS. GALVANI; Objection to form. 

THE WITNESS: Yes. 

BY MthvASpER: 

n2. Okay. Now, so that means that Philip 
Morris announced a price increase on August 29th and 
RJR {elided it the same day; is that correct? 

MS. GALVANI: Objection as to form. 

THE WITNESS: That’s what this says, yes. 
p§#Y [ER: 

Okay. And does that comport with your 
recoli^ion? 

A. "I can't remember the exact dates. 

Lei.. •' Okay. Well, is it your general impression 

that p&ltii respect to the price increases that 
occurred during this time period RJR followed Philip 

Morris' lead the same day? 

MS. GALVANI: Objection as to form. 

THE WITNESS: We — I think we followed 
fairly quickly. I don’t know if in every case it was 
the same day or not. I just can’t remember. 
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Q. So you - 

A. I think a lot of them would. 

Q. Okay. Has it been your experience, at 

least since '97, that when RJR and Philip Morris went 
up, the others followed? 

A. I don't remember the exact order, but it — 


I think it ended up usually, at least in the premium 
category, ,now in the branded savings category, that 

it halHi't'happened. But in the premium category, I 

r" > 

:• i; 

thinkwtea know, there may be a timing difference, 


Okay. Now, just to move up from — we were 
the 8/29, can you look at the 1/23/98 
Do you see that? 

Twenty-three. Okay. I see it. 



dolla^r-H^nty-five on January 23rd; is that right? 

I* ^ MS. GALVANI: Objection, foundation. 

BY MIWASHSR: 

Q. You received notice on January 23rd of a 
one-twenty-five increase; is that right? 

A. That's what this says. 

Q. Right. And RJR, which followed, announced 
an increase of the same amount, dollar-twenty-five, 
on that same date, January 23rd; is that correct? 
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A. That's what this says. 

Q. Okay. And if you go up to the next one, on 
April 3rd, ’98, Philip Morris announced a price 
increase on April 3rd of $2.50 for full-priced 
brands, and RJR announced a price increase the same 
day for the same amount. Do you see that? 

MS. GALVANI: Objection to foundation. 

THE WITNESS: I see that it says that. 


BY MFF ASHER: 

|And does this comport with your 
on? 

’Again, I can't remember if we followed the 
or not. I just can't recall. As I already 

followed quickly, we already had the 

1 

|ione, it just meant convening and 
Sting where we were. And it could have been 


reaf i 

the dame^'day. I haven't gone back and verified that 

j&Jsjssd Okay. If you go up the ladder to the next 
price increase, do you see that Philip Morris 
announces May 8th, '98 a price increase of $2.50? Do 
you see that? 

MS. GALVANI: Objection, foundation. 

THE WITNESS: I see it says that. 

BY MR. ASHER: 
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$ 


P' 




1 Q. Okay. And according to this, RJR follows 

2 three days later with an announcement on May 11th. 

3 Do you see that? 

4 A. I see it says that. 

5 Q. Okay. And do you have any recollection as 

6 to why, in this instance, RJR waited three days to 

7 follow the increase rather than doing it the same 

8 day? 

9 f&. 'No. I mean, 1 don’t even know if it was 

r 

10 thre d.'^clajtds . I know it says that here, and it may 

11 have but I can’t recall. 

Sss: $ 

12 Do you recall if there was some particular 

13 .^^fsasqg' ch^t RJR may have hesitated or whether it just 

14 ' cOu 1 assemble the necessary people to make a 

# 

15 decision?! 

16 7v. It could have been any of that. You know, 

j.. 

17 I dori^r-'-know. 

18 |Q'. Okay. If you just move up to the next one, 

19 on Julg ^JLst, according to this document, Philip 

20 Morris announces a price increase for full-priced 

21 brands of $3.00 and RJR follows the same day. Do you 

22 recall that? 

I 

23 A. No, I don’t recall the specifics. 

24 Q. Okay. Do you recall the reason for that 


25 price increase? 
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1 

A. 

No, I — X don’t know. It may have. . . I 


2 

don’t know if that was — probably — I don't know. 


3 

Q. 

Okay. 


4 

A. 

I can't recall. (Laughter) 


5 

Q. 

Do you recall any particular deliberations 


6 

relating 

to the July 31st, '98 announcement? 

1 

7 

A. 

No, not specifically. 

5S.V. 





8 


Okay. If you look at the next price 

k 

9 

increase 

, moving up, Philip Morris announces a $22,50 


10 

p ri H^' 

crease on November 23, '98 and RJR matches 

i ^ 


'Bay. Do you see that? 


11 

the s 3rift 






12 

A. 

I see — 



i| 


x3 

pwf 

MS. GALVANI: Objection, foundation. 


• 

1—1 



pdP* y., v a§her: 

V 

15 

ir\ 

re ' 

' And twenty — 


16 

A. I see it says that. 





17 

;Q. 

lOkay. And do you have any reason to think 

4: 

18 

that this.- is not accurate? 

r 

¥ 

19 


I don’t. I just don’t know. 


20 

Q. 

Okay. 

& 

21 

A. 

I don’t recall it specifically. 

, r 




s 

22 

Q. 

All right. And in the context of the other 


23 

price increases, $22.50 is fairly substantial; is 


24 

that right? 


25 

A. 

Yes, it is. 
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Q. Okay. And do you recall if that $22.50 
increase was consistent with the price increase 

projected in your company's operating report for 


1998? 






A. I don't remember if it was consistent or 
not. But I know that that was around the Master 
Settlement Agreement time and that pricing was needed 


8 in 


p#^t 


for that. 


Do you recall how long your company 


10 delimerated before making the decision to raise 


11 pric^jf |^2.50? 

12 |A. ' Well, we deliberate continuously. I mean, 

*3 w t r * ~ 

„ iteil ^ ^ ^ ^ . .. . 

14 ; , Right. But with respect to this — this 

•« auMj 

15 particular increase, do you recall how much — how 

16 long ilf^pok your company to make the decision to 

17 impl^ment^ that price increase? 


.. f No. But, again, we were doing lots of 


19 anal ^s^iy up to that point. So it isn't like it was 

20 just you have to start the analysis then. We had 

21 lots of scenarios, analysis about the whole picture, 

522 like I explained earlier. 

23 Q. Right. But with respect to this $22.50 

24 price increase, do you know how long it took from the 

25 time you learned that Philip Morris announced to the 
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time you announced? 

A. No, I don't recall exactly, no. 

Q. Do you recall it occurred on the same day? 

A. It: may have. You know, I just can't recall 

specifically. 

(The following portion has been deemed 
Confidential and bound under separate cover. 

. ( 

f"' '‘"I 
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1 Q. Do you recall the amount of that? 

2 A. I think it was $7.00. 

3 Q. Did you follow the same day? 

4 A. I think so, yes. 

— \ 5 Q. Did any of these price increases that we 

6 looked at relate to the settlement of any litigation? 

7 A. Well, again, you know, specifically for 



8 

Philip Morris, I don't know 

what they 

were taking 

Mr 

9 

into account. But for us, we look at 

‘V- 

for the year. 


! 10 

you knew, MSA payments, the 

taxes, the 

promotion, th 


11 

discQ^ht^ng, other costs, volume. All 

of those 

iv 

12 

factors' go into our pricing 

... 

decisions. 



- - 

v- | * Now, your pricing 

decisions 

that were set 


14 * 

55 forth 41 the annual report, 

1 3 

did each of them comport 



15 

to thj=>--Qr4.ee increases 

which are reflected in this 

V, 

16 

documep^f" 

vV.'.v.v.vv.wa 



$ J 

\ 17 

Oh, no, absolutely not. In fact, 

they were 







18 

probably'all wrong. I 

'd have to go back and 

look, 

Sf 

19 

r . 1; .^ 

but I suspect they were all .wrong. 



S 20 

•5? 

Q. So when you 

make your decision to 

follow 


i 21 

Philip Morris, it really doesn't matter what 

was in 


•22 

jar 

your operation report; 

is that right? 



23 

A. Oh, yeah — 




24 

MS. GALVANI: 

Objection, foundation. 


25 

THE WITNESS: 

Absolutely. All the 

analysis 
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we've done matters a lot when we make a decision to 
follow or not because a lot of other things change, 
too. Like, okay, promotion and discounting goes way 
up. You have a much bigger expense in the 
marketplace because you have to match that because 
that's essentially price in-store as well. So it's 
not like price is the only factor that changes. 

There ^re all kinds of things that change since you 
put that, plan together. 

BY MP. ASHER: 


: So that takes a lot of study and analysis 


to determtne what changes have occurred in the 
rkepgyyage from the time that you prepare your 
Here* it n«report between July and November and the 
time of the actual price increase; is that right? 

I'm not — I really don't know what you 


r i 

” ^ 


asked^TK^re. 

Well, in terms of deciding whether to 
follo akpbM lip Morris or not, you've got to analyze 
the changes that took place in the marketplace from 
the time that your operation report is issued 
until the time that you actually are confronted with 
the Philip Morris price increase? 

A. Are you talking about the operating plan — 

Q. The operating plan, yes. 
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1 A. — when you say the operations? 

2 Q. Yeah I'm sorry, the operating plan. 

3 A. Yeah. We put the operating plan together, 

4 but the day the operating plan is done, things are 

5 already changing. 

6 Q. Right. 

F 7 A. And on an ongoing basis, we're updating for 

8 what’ss.. changed. I mean, literally, of course, 

9 becadlse you’re forecasting things, they immediately 

10 chanda." Whether it's share of market or volume or 

, ... 11 spending on promotion and discounting by competitors, 

12 I mean, that's — it's changing continuous because 
f "13 y'-'U ma<|® a forecast and it changes because -- for 

14 " t^cainplo, on promotion spending and discounting, we're 

15 trying tp not be at a higher price than Philip Morris 

.1 

16 in-st$3h oecause we lose share if we are. So if they 

\ L vm , AV>vv 

17 take -pron^ition and discounting up in-store, we try 

18 and t|aW' promotion and discounting up in-store so we 

s 19 will ; n.<gfe be at a higher price than they are and lose 

; 20 share. That's happening every day. And that affects 

21 our costs. It drives costs up. It changes the 
. 22 equation of where we are. 

23 Q. In preparing your operating plan, that's an 

24 analysis which runs from July to November; is that 

25 right? 
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W 


k.: 


1 A. That's correct. 

2 Q. Okay. And that takes several months to 

3 prepare; is that right? 

4 A. That’s correct. 

5 Q. Okay. And you have to analyze a large 

6 number of factors to determine what you think an 

7 appropriate price increase is; is that right? 

8 SI. That's right. 

9 n. But when Philip Morris announces a price 

10 increase, it only takes you perhaps a few hours or a 

11 few miiirT#4s to decide to match it; is that right? 

hr: 

'What's right is that we've already done all 
nalysis leading up to it. When it happens, 

I whether that — what's been announced is in 


* of what we need or not. 


16 ^ *But I thought you said that the price 

privHiMWWQ^ 

, 17 incrJlse§\ almost never comport with what you expected 
18 they iwouid be in your operating plan. 

„ 19 *1 That’s because the other things don't 


^ 20 either. Volume's different, share of market’s 
| 21 different, promotion and discounting spending 
|22 is different. All of the factors move. A plan is 

23 just a prediction on what you think the future will 

24 look like, and of course you're not accurate. Share 

25 of market isn't accurate, volume isn't accurate, the 



SPHERION DEPOSITION SERVICES 
( 212 ) 490-3430 


http://legacy.library.ucsf.eSlffittiDl3fenhflltfaQWpwMv.industrydocuments.ucsf.edu/docs/mhjl0001 


52614 6890 





147 


^ \ 

f 1 

\tx* 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

$ 

13 


15 

16 

17 

18 

19 

20 
21 

*22 

23 

24 

25 


amount of promotion and discounting you’ll need in 
the marketplace isn't accurate. All those factors 
are changing on an ongoing basis, and on an ongoing 
basis, we're reanalyzing it and updating it. So when 
it comes to the price increase, we've done that 
analysis, we know where we are. 

Q. Okay. And the day that you learn of the 
Philip^. Morris price increase, what document do you 


have Before you which reflects the updated thinking 

tr .'.'l 

plan that you can turn to to see if 
of the Philip Morris price increase 
|rith your operating plan? 

I Well, I have documents on where -- what is 
estimate on what we think coupon and 
and discounting spending is, what’s our 
§§![§.£. imate on what we think volume is, what's 
our latest estimate on what we think share of market 
is, whi rls our latest estimate on other costs. 

So when you learn on a particular day that 
Philip Morris has raised its prices, you run around 
and grab up all these documents — 

A. No, no. 

Q. — and run down the hall to a meeting? 

A. No, we've already done the analysis; we 

know. 
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Q. Okay. And that analysis exists where? 

A. In all kinds of documents. We have — you 

know, here's the LE for the volume, and her's the LE 

for coupon and discounting promotion spending, and 
where we are against budget on other spending 
categories. I mean, it's ongoing. That's what we 
do. 


isO. Well, on the August 29, 1997 price 
incrfSse, when you learned on that day that Philip 
Morris had announced the $3.50 price increase, what 

did yilir numbers tell you was the appropriate amount 

% 

of a jgriue increase? 

gig |g; MS. GALVAN I: Objection, form. 

THE WITNESS: As I told you, I cannot 
|e specific discussion around each price 
I can tell you generally what we look at 


reca 


mere 


W.NWAWKiS 


and aXrgf the factors we take into account and the 
analysis we do each time there is one. 

BY M^pljjHER: 

Q. Right. But if I wanted to recreate from 
your company's documents to find out the numbers you 
had before you to determine whether the $3.50 
announcement made by Philip Morris was within the 
range of what you anticipated an appropriate price 
increase would be, what documents would I have to 
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Y \ 


look at? 

A. You'd have to look at all of our documents, 
where the other costs are, what our estimate at the 
time was of promotion and discount spending, what our 
estimate at the time was of volume, what our estimate 
of the time was of share of market. 

Q. And my question is on that day, August 
29th, : ,.when you learned of the Philip Morris price 
increfSle and had a — and decided that same day to 
folloklrjjj did you gather up all of these documents 


and ar-tl^e them and make a determination that $3.50 
was t he appropriate range of a price increase? 

&JLss|No. I told you, I’ve already answered 


ap we are doing that analysis on an 


ongoi^y^isis. We’re looking at the numbers on 
an ongx*#i : g basis. We don't have to do it that day. 


we knbw where we are before we get to that day. 

C. ,All right. So which document on August 

j $ 

29th you look at which said that $3.50 was within 

the appropriate range of price increases which 
reflected this ongoing analysis? 

MR. FOUNTAIN: Objection to form, asked and 
answered several times, misstates her testimony. 

THE WITNESS: Again, I didn’t say there was 

one specific document. On an ongoing basis, we're 
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1 updating all of the plan assumptions for where they 

2 are and we’re looking at what we're going to need for 

3 the rest of the year. There isn't any one document. 

4 This is all of our documents, which update all of our 

\ 5 business in where we are. We know where we are 

6 before we get to that point. We know what we think 

7 we'll need right now for the future. 


BY MFh ASHER: 

; b. _ So somewhere in your company today, there's 
a nuiahagtson a computer screen or a piece of paper so 


that 


fn five minutes Philip Morris announced a 


.. 12 pnc 
% 13 :%ith 


-’ 




amoul 


grease of a certain amount, you, together 
^Schindler and other people at your company, 


,ke a rapid determination as to whether the 
^ that price increase was consistent with 


# 19 


your ope rating plan? 




BY M 



MR. FOUNTAIN: Objection, form -- 


M Is that correct? 

MR. FOUNTAIN: — misstates her testimony. 
THE WITNESS: Not consistent with operating 
plan, not like that. But if a price increase 
happened tomorrow. 

MR. ASHER: Yes. 

THE WITNESS: Ken and I, and we've talked 
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about it, we have in our heads what we think would 

help us meet our objectives for this year, if there 

was another price increase. 

BY MR. ASHER: 

Q. So that number's in your head right now, 
right? 

A. Yes. 

Q. And on these dates, on August 29, '97, 

L* I 

therePwasa number m your head at that time? 

f"' 

k. I told you — there probably was. We'd 
probably been talking about it, but I cannot remember 
|ic bonversations and discussions around these 
arsraqb price increases. I just can't. I mean, 
u'H&Ja.sJcing me to recreate what we do every day, 
and recall every conversation. 

; Well, is it probably the case that with 
respe^cftp each of these price increases that we’ve 
been ffocfIcing at where you follow Philip Morris, you 
know^J^^lly the same day, you had in your mind the 
amount of what an appropriate price increase would be 
so that when you learned of the Philip Morris, you 
would know whether you were going to follow or not? 
MR. FOUNTAIN: Objection to form. 

THE WITNESS: Again, we don't know if 
they’re going to follow until it actually happens. 


SPHERION DEPOSITION SERVICES 
( 212 ) 490-3430 


http://legacy.library.ucsf.ecEBdiLolteirl9fl , |aSiy/pdi(w.industi:ydocuments.ucsf.edu/docs/mhjl0001 


52614 6895 




152 


But before it happens, we've analyzed our plan, we’ve 


updated our numbers, we know if we're falling short 
on our objectives or not. We know if another price 
increase is needed, at least for us to make our 
objectives. 

BY MR. ASHER: 

Q. And your testimony is that on any given 
day, that number exists in your mind, but not 
neceiburily on a piece of paper; is that right? 

! MR. FOUNTAIN: Objection, misstates her 



THE WITNESS: Again, there are a lot of 
paper that come together on this. There 
»s on our volume, on our share of market, 
on promotion and coupon and discounting 


our 

and that stands and what we think we'll have to 

do finite rest of the year. And Ken is updating 
wherwe.^think we are on our earnings objective, 

* of those factors. We do that on an ongoing 


give 
basis. 


BY MR. ASHER: 

Q. What documents reflect this ongoing 
analysis? 

A. There are documents that show what 
our latest estimate is on volume, what our 
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latest estimate is on share of market, what 
our latest estimate is on earnings, what our 
latest estimate is on couponing and discounting and 
those costs. 

Q. And are these documents printed out from 
time to time? 

A. Yes. 

£L,. Okay. Is there any regular schedule under 

whichPunese documents are printed up? 

■A : I wouldn't say it's a regular schedule. 

I'd si.v it's ongoing. 

Q. Uh-huh. 

. You know, where there's new information, we 

angJ it, we update it. 

: > 

p. "On each of these occasions in which your 
company ""Allowed the Philip Morris price increase, 

was the’’'amount of the Philip Morris price increase 

|§ * 

withig^thf parameters of your ongoing price analysis? 

"MS. GALVANI: Objection to form and 
foundation. 

THE WITNESS: I don't know what you mean by 
"ongoing price analysis." What it is — what they 
were consistent with is what we felt we needed in 
order to cover our costs and meet our earnings 
objective. 
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f I 


1 MR. ASHER: Okay. Thank you very much. 

2 MS. GALVANI: I have a few questions. 

3 MR. ASHER: Sure, go ahead. 

4 EXAMINATION BY COUNSEL FOR PHILIP MORRIS 

5 BY MS. GALVAN I .* 

6 Q. Mrs. Beasley — Ms. Beasley, I'm sorry, we 

7 met earlier. I'm Ann Galvani, and I represent Philip 

8 Morris. I'd sort of like to bring back some of the 

9 discussion to the issues in this case for a second. 

10 During the course of some of your answers, 

11 you rjbte a number of comments and or allegations, 

12 whatever/ about Philip Morris and its -- I think you 

13 ^(sedHhe word "dominance" in the marketplace. And 


15 
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(f Cftursg Philip Morris disputes those 

$ 

iizations. But regardless of whether those 


are sarue .or false, have you conspired or otherwise 
agreed with your competitors to fix, stabilize, or 
maintain the price of cigarettes in the United States 
durii^j i:.e time period alleged in this case? And I 
guess for discovery purposes, we're looking at 
between May of 1992 and February of 2000. 

A. So can you repeat just the end part of your 
question because you said a lot — 

MR. FOUNTAIN: How about repeat the 

question? 
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THE WITNESS: The actual question. 

BY MS. GALVANI: 

Q. Have you, Ms. Beasley? 

A. Uh-huh. 

Q. Conspired or otherwise agreed with your 
competitors to fix, stabilize, or maintain the price 
of cigarettes in the United States during the time 


period? 


No. 


r„. 




Q®, And have you conspired or otherwise agreed 

with ^our competitors to maintain market share during 

! . 

the t|Une period that's alleged in this case? 

A. No. 


Did you personally ever discuss future 
| cigarettes with your competitors? 



pnc 

-Have you ever agreed on prices with your 

k.... 

competitors in the cigarette man -- in the -- have 

• " 1 ; 

your agreed with other cigarette manufacturers on 
prices in advance of any of your price announcements? 


A. No. 


MS. GALVANI: Okay. 

MR. ASHER: I'm sorry, do you have any 

questions? 

MS. LOISEAU: No. 
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MR. ASHER: X think X have a recross 


question. 

EXAMINATION BY COUNSEL FOR PLAINTIFFS 
BY MR. ASHER: 

Q. You were asked by counsel for Philip Morris 
whether you entered into an agreement to fix or 
maintain the price of cigarettes in the United 
States. Do you recall being asked that just a moment 


ago: 


Yes. 


0- "Okay. And you understand price-fixing is 
when .competitors agree pretty much to charge the same 
*ppice; 4$ that right? 

MS. GALVANI: Objection — 

; MR. FOUNTAIN: Well, objection to the 
fit, of the law and the legal question. But she 


.wav.wwm 


can a'nswef to the best of her ability. 

(The following portion has been deemed 

* $ 

pe^tial and bound under separate cover.) 
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Q, But it is correct; is that right? 

MR. FOUNTAIN: Objection — 

BY MR. ASHER: 

Q. That you raised your prices by the same 
amount at the same time as Philip Morris? 

MR. FOUNTAIN: Objection, asked and 

answered. 

BY MIK ASHER: 

PET. Just answer that question. 

r - 

|fc I just did. 

C:- And the answer is yes, right? 


A.... The answer is, based on our analysis of our 


siri^^ bnd what's best for our business and all the 
jjctoi y. : that go into it, each time there's a pricing 
deci4fepn, we make a decision whether to follow with 


PhilipPPfbpris or not and we, in fact, have in the 
time period you were talking about for the reasons 
I' ve '~r i iculated. 

’Okay. And if there had been a price-fixing 
agreement between your company and Philip Morris, it 
would have also indicated that prices were raised by 
the same amount at the same time; isn't that correct? 

MS. GALVANI: Objection to form. 

MR. FOUNTAIN: Objection to form, 
hypothetical. 
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THE WITNESS: I have no idea. I have no 

idea how a price-fixing scheme works. I've never 
been involved in one. 

MR. ASHER: Thank you. I have no further 

questions. 

MR. FOUNTAIN: Any re-direct? 

MS. GALVANI: No. I think that takes care 
of e\%r&t|iing. 


VIDEO TECHNICIAN: We're off the record at 


3 :15 J 


p»> 

isyi 


(Signature reserved.) 

{Whereupon, at 3:15 p.m., the taking of the 
instar.TyHsposition ceased.) 




Signature of the Witness 
and SWORN TO before me this a4 

_- 2°eL. 

X-.v.-.v.v. \ ^ 


day 



i 

0 

kit 

l)ilS4- 

1 

V 

l 

NOTARY PUBLIC 


My commission expires: 
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ERRATA SHEET 

RE: Holiday Wholesale vs. Philip Morris, et al 

DEPOSITION OF: LYNN BEASLEY, Volume I 

Please read this original deposition with 
care, and if you find any corrections or changes you 
wish made, list them by page and line number below. 
DO NOT WRITE IN THE DEPOSITION ITSELF. Return the 
deposition to this office after it is signed. We 
would appreciate your prompt attention to this 

r 

matter. 

To assist you in making any such 

pi , 

corrections, please use the form below. If 

1 

snppIvii&rital or additional pages are necessary, 
lease furnish same and attach them to this errata 
shee 41 

Page - 1 $ Line Jit should read: 


W) -VW ^aJrvYh- bra nd, X_ 



Line (g should read: 

4-he \c. bacn h gpjgLJlAU 

Page _lip_ Line should read: 

VO Cjdc L-frMC-- 

Page _c25_ Line ll should read: 

bliSin^ WggfliNHnj fl eet ifi 

Page <98 Line JU- should read: 

_ An/isj .‘v-hw _ 
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should, read: 


162 


Page ^jC\ Li: 


Page Line should read: 


jr \ 5 

fc\ 


Page Line should read: 


C\T>C 


Page 4~7 Line 


should read: 


SgS*: , 

Pa< 3^.. Jc$_ Line 


should read: 


= 11 Page { 0 ~i Line j?fl-3 lshould read: 




k 13 


; \ 

> 17 


JaX Line _£L_ should read: 


Page Line \4» should read: 


Page -WB Line -IZl. should read: 


Pag£ \y\ Line 4 should read: 


Page 14-5 Line -13.. should read; 


Page Line 


should read: 
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1 CERTIFICATE OF REPORTER 

2 

3 STATE OF NORTH CAROLINA ) 

4 COUNTY OF FORSYTH ) 

5 I, Laura P. Ream, the officer before whom 

6 the foregoing deposition was taken, do hereby certify 

7 that the witness whose testimony appears in the 

8 foregoing deposition was duly sworn by me; that the 

9 testimony of said witness was taken by me to the best 

10 of my aonity and thereafter reduced to typewriting 

# 11 under direction; that I am neither counsel for, 

12 relatpi to, nor employed by any of the parties to the 

13 action- i¥. which this deposition was taken, and 

M4 furth^rf Ihat I am not a relative or employee of any 

m 

t 15 




Iptorj^gy 6r counsel employed by the parties thereto, 
>r 




17 

r r 18 
¥ 19 

20 

21 

"'•■22 

23 

24 

25 


out co: 



ially or otherwise interested in the 
"of the action. 
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dlC^-O- 



'C^/Th 


LAURA P. REAM 
Court Reporter 
Notary Public in and for 
County of Forsyth 
State of North Carolina 


My commission expires February 7, 2006 
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PRICING HISTORY OF GENE RJC/PRIVATE LABEL CATEGORY 


Notice 
Dali ' 
. VUQQ 
8/2 7/99~ 
11/23/98 


RJR (FORSYTH 
Effective 

Dale _8 

. 1/17 /00 .. 800.2 
8/31/99 >92.7 

11/24198 183.7 

8/ 5/98 _*61i 

' 5/13/98 *58.2 

4/7/98 *55 2 


85/100 

* 90 . 20 ( 4*6 5 0 ) 
»92.70<t$9.00) 
*83.70(422.50) 


5/11/98 ' 5/13/98 $58.20(4*2.5 0) 

4/7/08 | *SS.2C H*>2.50) 

- _ __<» I 41.26) 

U&qfr fl/2/B7~ I *S1.85(**3.50 ) 
'3tt1/07 3/24/87 *48 45(4*0.50) 

Swif. 3/7/07 *47.95(4*2.0 0) 

4/10/06 *45.05^88,00 ) 

3jEl m>bl-. wA m 

11/KOT 11/B/93 542.45(4^ 60) 

::™v;v. _ ncT~ 

s.'a/s's 


NoUce 

Date 

1/1400 

8/27/99 

11/23/98 

7 / 31/98 

5/S/&8 

egfig 

1/23/08 


_PM 

EffecUve 
Date 
1/17/00 
8/30/99 
11/24/98 
8/3/98 
5/11/98 
4/8/98 
1 . 1 :./' 


(FAMOUS VALUE) 

~ 85/100 " 

*99.20(4*8.50) ” 

*92.70(4*9.00) 
*83.70f*22.50) “ 
*81.20<4*3.00} _ 
15820(452.50) 

_155.7* 


ntflwa : I 10/12/9F 


*1 2 / 3/92 

rrj 12 / 23/91 

if 1 waT 

fe 3/1B791 

1/2/91 

P:~11WB0 

rn ' 7 / 5/90 



NCT 

~ * 41.20(^ 0 

1|%:g 




. NCi, MSWW 

' >30.35(*fi'»r 
' i 28 .ao[«>iuibi' 


|21.7^5^ 

NCW- 

I195P 


8/29/07 

3/20/97 

9/2/97 

3/24/97 

*51.901+*3.00/ 
*48.45(4*2.50) 
NC 

— 

4/8/96 

4/10/96 

*4S.95(4$2.00) 


*15/5/95 

5/9/95 

*43.95/4*1.50) 


i*#**«*# 

. 

11/15/93 

*42.45(4*2.00) 

NC 






ds/5/93 

Ismr 

3/9/93 

8/9/83 

*40.45(4*5.75) 

nRWtrrs) ' 

- • 

r 




■/ .. 


K 1 


4/21/93 

8/9/93 

*40.45(4*1.25) 


$3720/93 

8/9/93 

*39^0(4*3)'— 


< 5 / 7/93 

5/11/93 

*41.20(4*2.00) 



VI5/93 

'* 2 / 22/93 

*39.201**2.50) 

$3fl.70(*w.6b) 

— 

12/1V92 

1/4/03 

*32.70(4J2.10) 


.31/15*2 

11/16/82 

meoi«S 2 .oo) 




NC 



10/13/02 

*28.80(4*2.00! 

NC 




Beet 

l^em Vehje Bids 

3«W2 

1MW1 

jo/ 30/91 

*22/91 

4/1/92 

1/2/0J 

1/2/95 

5/28/91 

*26.60(45.00) 

*3160(42.75) 

*34.35(4*4.00) 

*30.35(4*3.00) 

t26.60C4ie.65) 
*4125(42 75) 

' S&ob^iioo) 

*14.00(4*3.00) 

#3/8/91 

12W90 

iiTiwo - 

7/2&V0 

3/8/91 

1/2/01 

11/15/90 

7/3090 

*27.35(4*3.00) 

*24.35(4*2.00) 

*22.35(4*2.00) 

*20.35(4*ias) 

*41.00(4*3.00] 

*38.00(4*2.00) 

*3100(4*2.00) 

NA 

vJ 



NA 


1/1/90 

*19.10 

NA 









-- 





Not* : 100 mm styles coit 51.25 more then 85mm styles. 

* ATC introduction Into low price category with Private Stock. 
** Raleigh Extra reduced to GPC pricing. 

— CPC pricing Irom 1/90 to 10/91. 

Net cost. 


RJR - CONFIDENTIAL • SUBJECT TO CONFIDENTIALITY ORDER IN MDL # 1342 AND COMPANION CASES 


AB002902 


http://legacy.library.ucsf.e(fii[/ticbf0nrtlffEtf)/Wpdt(v.industrydocuments.ucsf.edu/docs/mhjl0001 


52614 6925 





PRICING HISTORY OF GENERIC/PRIVATE LABEL CATEGORY . 



Note : 100 mm styles coit $1.25 more thin 65mm styles. 

* ATC introduction Into low price category with Private Stock. 
** Raleigh Extra reduced to GPC pricing. 

“* GPC pricing from 1/90 to 10/91. 

"" Net cost. 


RJR - CONFIDENTIAL - SUBJECT TO CONFIDENTIALITY ORDER IN MDL # 13-42 AND COMPANION CASES 


http://legacy.library.ucsf.edlflytich!EnrtlffEtf)i(Wpdtiv.industrydocuments.ucsf.edu/docs/mhjl0001 
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AB002904 


http://legacy.library.ucsf.e^ii/tich!Enrtl^Etf)/Wpdtiv.industrydocuments.ucsf.edu/docs/mhjl0001 
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